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S u m m a r y
C o m p a n y  P l a n n i n g  A g r e e m e n t s  are a f o r m  of g o v e r n m e n t  i n t e r v e n t i o n  d e s i g n e d  
to c o n f o r m  the p l a n n i n g  of large c o m p a n i e s  m o r e  c l o s e l y  to the e c o n o m i c  and 
social p l a n s  of g ov er nm en t.  It was a r g u e d  in 1973 by S t u a r t  H o l l a n d  and 
o t h e r s  that a m a j o r  reason why the 1965 Na ti o na l Plan f ai l ed  to rai se  the 
rate of e c on o mi c  gro wt h was that v er y large, u s u a l l y  m u l t i n a t i o n a l  
c o m p a n i e s  (which he c all ed  the m e s a  economy) vi&re not in volved in the 
p l a n n i n g  p r o c e s s  and e x e r c i s e d  the p o w e r  to f r u s t r a t e  the P la n in p u r s u i t  
of their own o bj ec ti ve s;  a c c o r d i n g l y ,  they should be c o m p e l l e d  to m ak e 
p l a n n i n g  ag re ements.
In office, the 19'?4 L ab ou r G o v e r n m e n t  a b a n d o n e d  their in te n ti on  of m a k i n g  
p l a n n i n g  a g re e m e n  ts c o m p u Isory in f ace of st r on g o p p os  i t i on f rom b u s i n e s s  
i nt e re s ts  - and only two v o l u n t a r y  a g r e e m e n t s  were signed. W ith L a b o u r  in
o p p o s i t i o n  f rom 1979, h ow e ve r  the c o n c e p t  has c o n t i n u e d  to f e a t u r e  in The
A l t e r n a t i v e  E c o n o m i c  S t r a t e g y  (in s ev era l variant s) , but with less e m p h a s i s  
s i n c e  the 1987 General El ection.
In this thesis the b a c k g r o u n d  of i n d i c a t i v e  p l a n n i n g  f r o m  w h i ch  the c o n c e p t  
e m e r g e d  is e x a m i n e d  but it is a lso  a r gu e d  that the b r o a d e r  and l o n g e r - t e r m  
social and c ult ur al  c on te xt  and the role  of i n te re st  g r o up s  in the
p o l i ti c al  d e c i s i o n - m a k i n g  p r o c e s s  m u s t  be u n d e r s t o o d  if the c o n c e p t  and 
p r a c t i c a b i l i t y  of c o m p a n y  p l a n n i n g  a g r e e m e n t s  are to be asses se d.
C r i t e r i a  for a s s e s s m e n t  are w h e t h e r  the c o n c e p t  is well d e s i g n e d  to p r o m o t e  
social j u s t i c e  and w he th e r the y are lik el y to be e f f e c t i v e  in p ra ct ic e. 
It is c o n c l u d e d  that, a l t h o u g h  p o l i c i e s  to p r o m o t e  c o m p e t i t i o n  are
s u c c e e d i n g  in f o s t e r i n g  e c o n o m i c  g ro wth, p l a n n i n g  a g r e e m e n t s  co ul d still 
p la y a useful role in r e d u c i n g  u n e m p l o y m e n t  and s t e e r i n g  b u s i n e s s e s  t o w a r d s  
o th er  e c o n o m i c  and social o b je c t i v e s .
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IMTRODLJC”riOM
P l a n n i n g  A g r e e m e n t s  are b e t w e e n  g o v e r n m e n t  and v ery large -firms, u s u a l l y  
d e fi n ed  to in cl ud e less than the top 200 o p e r a t i n g  in the UK, a l t h o u g h  
o t h e r s  m ig h t m a k e  v o l u n t a r y  a g r e e m en t s.  In a m ix ed  but p r e d o m i n e n 1 1 y 
p r i v a t e  e n t e r p r i s e  e c o n o m y  they are d e s i g n e d  to i nf l u e n c e  c o r p o r a t e  
b e h a v i o u r  in a p o l i t i c a l l y  d e s i r ed  d i r e c t i o n  t ow a r d s  e c o n o m i c  a n d / o r  
social ob je ct i ve s.
E c o n o m i c  o b j e c t i v e s  in clude the p r o m o t i o n  of ec on o mi c g r ow t h  and, m o r e  
s p ec i f i c a l l y ,  r e d u c t i o n  in the level of u n e m p l oy m en t , to be a c h i e v e d  by 
s t im ul at i n g /e n c o u r a g  i ng b u s i n e s s  g r o w t h  a nd / o r  g re a te r e ff ic i en c y,  e i t h e r  
t h ro ug h new v e n t u r e s  and d e v e l o p m e n t s  or t h ro ug h d i v e r s i o n  of
r e s o u r ces f rom els ew he re . Social obj ec t ives may i nc lud e a d j u s t m e n t  of 
c o r p o r a t e  p o l i c y  to take f u l l e r  a c c o u n t  of e x te r n a l i t i e s ,  su ch  as
envi r o n m e n t a  1 p r ot ect io n,  and p r o m o t i o n  of industrial d e m o c r a c y  and w i d e r  
part i c i pat i on in d e c i s i o n - m a k i n g  g en er a ll y . The sort of c o r p o r a t e
p o l i c i e s  to be a f f e c t e d  i nc lu d e i nvestment, e s p e c i a l l y  l oc at io n of
investment, and m a n p o w e r  p l a n n i n g  and training. The idea is not, h o w e v e r , 
for th er e  to be d e t a i l i e d  and r e g u l a r  i n t e r v en t io n in b u s i n e s s
d e c i s i o n - m a k i n g  but rathe r an a r m s - l e n g t h  r e l a t i o n s h i p  b e t w e e n  g o v e r n m e n t  
and the f i r m  o nc e the a g r e e m e n t  has b ee n signed.
The o b j e c t i v e s  are g e n e r a l l y  w i d e in s c o p e  and a m b i t i o u s  and so c o m p a n y  
p l a n n i n g  a g r e e m e n t s  are u s u a l l y  just part of an ov er al l p r o g r a m m e .
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Their i n t r o d u c t i o n  or p r op o s e d  i n t r o d u c t i o n  is c om mo n  1 y in a s s o c i a t i o n  
w it h a p r o g r a m m e  of s e l e c t i v e  i n c r e a s e s  in p ub li c o w n e r s h i p  and co ntrol. 
D e v e l o p m e n t  of the c o n c e pt  in B r i t a i n  s i g n a l l e d  b el ie f on the left of the 
p o l it i ca l s p e c t r u m  that K e y n e s i a n  m a c r o - e c o n o m i c  d e m an d  m a n a g e m e n t  w as 
not an a d e q u a t e  s u b s t i t u t e  for s o c i a l i s t  i n t e r v e n t i o n i s t  p l a n n i n g  of the 
e c o n o m y  - at the m i c r o  as well as the m a c r o  level. On the left, the
c r i s e s  of the w e s t e r n  e c o n o m i e s  in the s e v e n t i e s  s ee me d to bear out that 
be lief.
To t hose on the right, the s i x t i e s  - and the s e v e n t i e s  - also s u g g e s t e d  
that K e y n e s i a n i s m  was not working. But on the right the s o l u t i o n
p r o f f e r  ed is di ff erent: m o n e t a r i s t  m a c r o - e c o n o m i c  p o l i c i e s  to s t a b i l i s e  
i nf la ti on p lus s u p p l y - s i d e  m i c r o - e c o n o m i c  p o li ci es , i nc l u d i n g
p r i v a t i s a t i o n ,  to s t i m u l a t e  e c o n o m i c  g r o w t h  t hr ou gh  a m o r e  c o m p e t i t i v e  
b u s i n e s s  e n v i r o n m e n t  and tax r e f o rm  to e n c o u r a g e  e n t e r p r i s e  and effort. 
T a k i n g  a cc o u n t  of the se  d e v e l o p m e n t s  in p o s t - 1 9 8 7  r e t h i n k i n g  in the 
L ab o u r  P a r t y  there, is a sh if t a way f ro m  c o m p a n y  p l a n n i n g  a g r e e m e n t s  and
pu b li c owners hi p.  A q u es t io n  for c o n s i d e r a t i o n  is w h e t h e r  this sh if t is
w e l l - f o u n d e d  in e c o n o m i c  a n a l y s i s  or m e r e l y  r e p r e s e n t s  a tact ic al  m o v e  to 
r e c a p t u r e  m o r e  of the p o li tic al  m i d d l e  ground.
The c en tr al  issue to be a d d r e s s e d  in t hi s t he si s  is:
1. fire c o m p & n y  p l a n n i n g  a g r e e m e n t s  <CPfis) a m o r e  r e a l i s t i c  a n d
ef feet ive w a y  of c o n f o r m i n g  act i\/i t ies of y^ery large e n t e r p r i s e s  to
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the p ub li c i n te re st  than p o l i c i e s  to p r o m o t e  c o m p e t i t i o n ?
This r ais es  the -following s u b s i d i a r y  issues:
2. Wfyaû is the p u b l i c  int e r e s t ?
This is a n s w e r e d  i n t er ms  o-f justice, in part icular j u s t i c e  for the p o o r . 
This r e q u i r e s  e ff i ci en c y,  i n c l ud in g  social e f f i c i en c y,  in the us e  of
resour ce s,  and so :
J. What are the b a r r i e r s  to e f f i c i e n c y  and in what w a y  can C P A s  h e l p
remo\/e them?
P r i nc i pa l t ene ts  of this t h e si s  a re  that t he s e b a r r i e r s  a r e not 
e x c l u s i v e l y  e c o n o m i c  but e m b e d d e d  in the social s t r u c t u r e  and cult ur e,
that CPAs m ust w ork with the c u l t u r e  j us t as m u c h  as m a r k e t  f o r c e s  and 
that full a cc oun t m us t be taken of the i n f lu e nc e of p r e s s u r e / i n t e r e s t  
g r ou p s  and the p u b l i c  c h o i c e  p e r s p e c t i v e  on the p o l i t i c a l  d e c i s i o n - m a k i n g  
process. It a ls o f o l l o w s  that, as well as X-i neff i c i e n c y , c o m p a n i e s ’
b e h a v i o u r  m ay  be s o c i a l l y  i ne f f i c i e n t  ( ex t er na l it ie s ),  w h i l e  in the c a s e  
of a m u l t i - n a t i o n a l  c o m p a n y  its i n t e r n a t i o n a l  o b l i g a t i o n s  m ay c la s h with
the ( n a t i o n a l ) p u b l ic  interest.
Th er e are m a ny  v a r i e t i e s  of c o m p a n y  p l a n n i n g  ag r ee me n t.  They m a y  be
c o m p u l s o r y  or v ol u nt ar y , b i l at e ra l  or t r i p a r t i t e  ( i n c l ud i ng  t ra d e u n i o n s
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as well as g o v e r n m e n t  and m a n a g e m e n t ) ,  p art o+ a n at io na l i n d i c a t i v e  p lan 
or not, c ar r ot  and s tick (financial and o t h er  induce me nt s,  b a c k e d - u p  by
sanc ti on s)  or just carrot.
It is im po rt an t to e s t a b l i s h  the h i s t o r i c a l  c on tex t in w h i c h  the c o n c e p t  
was born : why m o r e  i n t e r v e n t i o n  in the e c o n o m y  was t h o u g h t  n e c e s s a r y  and
why, in the f or m t a k e n , it a p p e a r e d  to fail. The issue, however, is not 
w h e t h e r  with CPAs the i n d i c a t i v e  p l a n s  of the s i x t i e s  w ou ld  h av e
s u c c e e d e d  but:
4. What IS the p o t e n t i a l  c o n t r i b u t i o n  C P A s  might m a A e  in the n i n e t i e s ?
This i n vo lv es  social and e c o n o m i c  s t r u c t u r e  f o r e c a s t s  and d i s c u s s i o n  of
"green" a r g u m e n t s  a g a i n s t  e c o n o m i c  growth.
T h e se  basic issues and their i m p l i c a t i o n s  are e x p l o r e d  in C h ap t e r  I in
w hi c h c r i t e r i a  for a s s e s s m e n t  of C P As  a r e e s t ab l is he d . The L i t e r a t u r e
S u r v e y  in C h a p t e r  II d r a w s  out v a r i o u s  c o n t r i b u t i o n s  to d i s c u s s i o n  of the
issues and po i nt s to s ome  gaps. It is n e c e s s a r y  to set the g e n e s i s  of
the CPA c o n c e pt  in the c o n t e x t  of i n d i c a t i v e  p l a n n i n g  and so C h a p t e r  III 
s u r v e y s  the h i s t o r y  of p l a n n i n g  in t h e o r y  and p r a c t i c e  in Britain, w ith 
r e f e r e n c e  to o t he r c o u n t r i e s  in W e s t e r n  E u r o p e  as a p pr o p r i a t e .
The c ase for C PA s is e x a m i n e d  in C h a p t e r  IV with c o n s i d e r a t i o n  of the 
e m p ir i ca l bas i s of the d e f i c i e n c i e s  in the e c o n o m y  and in e c o n o m i c  p o l i c y
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w h ic h they are c l a i me d  to cure. C h a p t e r  V then d i s c u s s e s  the a r g u m e n t s  
a g a i a n s t  CPAs, mostly, but not e x c l u s i v e l y  f ro m the liberal right. The
i m p o r t a n c e  of the social and c u lt u ra l  c o nt ex t  in w h i c h  C P A s  w o u 1d o p e r a t e  
is s t r e s s e d  in C ha p t e r  VI.
T he e v i d e n c e  is drawn t o g e t h e r  and th e c o n c e p t  and e f f e c t i v e n e s s  of C P As  
a s s e s s e d  in C h a p t e r  VII. T his  i n vo l v e s  c o n s i d e r a t i o n  of likely f u t u r e  
t re nd s in s o c i et y  amd the ec onomy, and f i n d i n g s  f ro m a s u r v e y  of the use 
of f o r e c a s t s  in p l a n n i n g  by bu si ne ss , so as to i l l u s t r a t e  the p o te n t i a l  
that c o m p a n y  p l a n n i n g  a g r e e m e n t s  m i g h t  have in pract ic e.
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I  -THE CONCERT OR Rl_ ANN I NG AGREEMENTS 
AND CRITERIA ROR ASSESSMENT
P l a n n i n g  A g r e e m e n t s  are  b e t w e e n  g o v e r n m e n t  and c o m p a n i e s  and m a y  be 
v o l u n t a r y  or ma y be m a d e  c o m p u l s o r y  by g o v e r n m e n t . T h e y  ar e  u s u a l l y
c o n c e i v e d  of as b e t w e e n  c en tr al  g o v e r n m e n t  and large c o m p a n i e s  only, but 
they c ou ld  also or a l t e r n a t i v e l y  be b e t w e e n  regional or local g o v e r n m e n t
and s m a l l e r  co mp an ie s.  T h ey  imply i nt e r v e n t i o n  and i n v o l v e m e n t  in the
normal p l a n n i n g  p r o c e s s e s  of c o m p a n i e s  and may  also i n c l u d e  s t i m u l a t i o n  of 
m o r e  e x t e n s i v e  or r i g o r o u s  p l a n n i n g  than c o m p a n i e s  ha ve  h i t h e r t o  p ra c t i c e d . 
I n v e s t m e n t  and m a n p o w e r  p l a n s  are  of p a r t i c u l a r  i m p o r t a n c e  in C o m p a n y  
P l a n n i n g  A g r e e m e n t s  (CPAs).
/. S t u a r t  H o l l a n d  and L a b o u r ’s P r o g r a m m e  1 9/3
The concept, which in its UK c o n t e x t  was e m b o d i e d  in the L a b o u r  P a r t y
P r o g r a m m e  (1973a), owed m u c h  to th e work  of S t u a r t  H o l l a n d  w h i c h  he
s u b s e q u e n t l y  e x p a n d e d  in "The S o c i a l i s t  C h a l l e n g e "  (1975). H o l l a n d ’s
s t a r t i n g  point was the v e r y  g en era l d i s s a t i s f a c t i o n  w it h  the p e r f o r m a n c e  of 
m o d e r n  c a p i t a l i s t  e c o n o m i e s  and K e y n e s i a n  e c o n o m i c  p l a n n i n g  in the 1960s. 
He s h a r e s  this s t a r t i n g  poi nt  w ith m a n y  o th e rs  w ho h av e  v e r y  d i f f e r e n t  
p r e c o n c e p t i o n s  and set off in v e r y  d i f f e r e n t  d i r e c t i o n s ,  t o w a r d s  v ery
d i f f e r e n t  d es t in at i on s , eg d i s c i p l e s  of Ha ye k (1944) and R o b e r t s o n  (1983). 
H is d e s t i n a t i o n  is a s o c i e t y  in w h i c h  i n d i v i du al s  w h i l e  still m o t i v a t e d  by
se 1f - i nt er e st  are a ls o g i v en  a s t r o n g  i n c e nt iv e  to act a l t r u i s t i c a l l y ,  "in
w h ic h  it is e as i er  to s e c u r e  s e l f - f u l f i l l m e n t  t h r o u gh  s e r v i n g  s o c i e t y  than
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t hr o ug h  the e x c l u s i v e  p u r s u i t  of self alo ne " (p 37). Th e ro ut e to his 
d e s t i n a t i o n  is t hr ou gh  (a) a t r a n s f o r m a t i o n  of the e c o n o m y  by u s e  of 
e f f e c t i v e  p l a n n i n g  and s i m u l t a n e o u s l y  (b) a t r a n s f o r m a t i o n  of the c la s s 
s t r u c t u r e  of B r i t i s h  society. Our ch ie f interest is the crucial r o le  of 
p l a n n i n g  a g r e e m e n t s  in (a).
H ol l a n d  b e l i e v e s  for e f f e c t i v e  p l a n n i n g  th er e must be p u b l i c  o w n e r s h i p  and 
c o n t r o l  of the d o m i n a n t  m e a n s  of p r o d u c t i o n ,  d i s t r i b u t i o n  and e xc h an ge . 
E m p h a s i s  on e x t e n s i o n  of p u bl i c  o w n e r s h i p  c l ea rl y  d i s t i n g u i s h e s  H o l l a n d  
f rom liberal r e f o r m e r s  but s t r e s s  on c o n t r o l  (a p o s s i b l e  a l t e r n a t i v e  to 
o w n e r s h i p  in s ome cases) and l i mi t a t i o n  to domi n a n t m e a n s  of p r o d u c t i o n  etc 
s e p a r a t e s  him f r o m m o re  f u n d a m e n t a l i s t  s o c i a l i s t s  such as G l y n n  and 
H a r r i s o n  (1980). It m ay  be i n f e r r e d  he wou ld  a r gue  a g a i n s t  the latter 
that w h il e  the trend to n at io na l and in te r na ti o na l  m o n o p o l y  - a c c o r d i n g  to 
him a ma jo r  o b s t a c l e  to K e y n e s i a n  p l a n n i n g  - c o n f i r m e d  M a r x ’s anal ys is , 
M ar x did not f o r e s e e  the i nc rea se d r ol e  of the sta te  in the post W o r l d - W a r  
II c a p i t a l i s t  e c o n o m y . A c c o r d i n g l y ,  H o l l a n d  c la im s  to t r a n s c e n d  M ar x  (and 
Keynes) in s h o w i n g  how the s t a t e  can and must  u se its " le ve r ag e " (a 
f a v o u r i t e  word of Holland) on p r i v a t e  e n t e r p r i s e  to r e a l i s e  social 
obj ec t i v e s .
K e y n e s i a n  e c on o m i c  p l a n n i n g  has failed, a c c o r d i n g  to Holl an d,  b e c a u s e  it 
has o p e r a t e d  only, or o v e r w h e l m i n g l y ,  at the m a c r o  level w h i l e  the 
c o n c e n t r â t  ion of industry, in p a r t i c u l a r  the g r o w i n g  d o m i n a n c e  of 
m u l t i - n a t i o n a l  com pa ni es , has led to the e m e r g e n c e  of a new "m e s o - e c a n o m i c
—  s  —
s e c t or  (between the m a c r o and the micro. This m e a n s  that d e s p i t e  the 
b r e a k - u p  of f a m i l y - c o n t r o l l e d  b u s i n e s s e s  and (indirect) wi de r s h a r e  
o w n e r s h i p  th r ou gh  in su r an ce  c o m p a n i e s  and p e n s i o n  funds, e c o n o m i c  
d e c i s i o n - m a k i n g  po we r has b e c o m e  yet m o r e  c o n c e n t r a t e d . It a lso m e a n s  that 
b u s i n e s s  o b j e c t i v e s  may  d i v e r g e  f u r t h e r  f r o m social o b j e c t iv e s,  e s p e c i a l l y  
but not o nl y in c a s e s  of t r a n s n a t i o n a l  co nt rol  of b u s i n es s es ,  and that 
b u s i n e s s e s  may have the po we r to r e si st  K e y n e s i a n  p o l i c y  i n s t r u m e n t s  such 
as taxes and su bs id ie s.  He does  not a r g u e  that big b u s i n e s s  is n e c e s s a r i l y  
X - i n e f f i c i e n t but that it ma y  be s o c i a l l y  inefficient, for e x a m p l e  in 
r es pec t of in ve st m en t levels, i n t e r n a t  ional trade, job c r e a t i o n  and 
re gional de ve l op me nt .  That is to say, a large f irm  may  ignore e xt e rn a l 
c o s t s  (and b en ef its );  but th es e m a y  a f f e c t  the e f f i c i e n c y  of the e c o n o m y , 
as well as h a v i n g  a d v e r s e  social e f fe ct s, and so the n e g a t i v e  f e e d b a c k  may  
a c t u a l l y  re d uc e  the p r o f i t s  of the firm. I nc rea se d o v e r s e a s  i n ve s t m e n t  m ay  
be best suited to f u rt h er  the c o m p a n y ’s o bj e ct iv es , r e s u l t i n g  in h ig h er  
ov er al l g ro w th  and profits; but it may  not e n h a n c e  e m p l o y m e n t  and
c o n s u m p t i o n  at home. On e n v i r o n m e n t a l  issues, s o c i e t y  and c o m p a n y  i n t e r e s t s  
m ay  diverge. S h o r t - t e r m i s m , e n c o u r a g e d  by s t o c k - m a r k e t  r a t i n g
c o n s i d e r a t i o n s  m a y  c o n s t r a i n  c o m p a n y  action; in a r e c e s s i o n  it m ay  be in 
the c o m p a n y ’s interest but not in the l o ng - t e r m  i n t e re s ts  of s o c i e t y  to cut 
back  on i n ve st me nt  and m a n p o w e r  t r a i n i n g  outlays.
It is here that the idea of p l a n n i n g  a g r e e m e n t s  c o m e s  in. Firms, w h e t h e r  
p u b l i c l y  or p r i v a t e l y  o w n e d , ar e to be left to d e v i s e  the ir  own c o r p o r a t e  
p l a ns  but the largest or d o m i n a n t  o n e s  o b l i g e d  to a c ce p t  c e r t a i n  a d d i t i o n a l
- 9 -
c o n s t r a i n t s  and o b j e c t i v e s  imposed by g ov e rn me n t.  A m a j o r  p r o b l e m  is that
the co st s  to the c o m p a n y  of n e g o t i a t i n g  and a d m i n i s t e r i n g  the plan t o g e t h e r  
with the co st s  of m e e t i n g  new social o b l i g a t i o n s  i mp os ed  in it a re  m o r e
a p p a r e n t  and c a l c u l a b l e  than the b e n e f i t s  it is hoped will a c c r u e  t h ro u g h
improved e c o n o m i c  p e r f o r m a n c e  in the e c o n o m y  at large.
H o l l a nd  e n v i s a g e d  s o m e t h i n g  like 180 c o m p a n i e s  or e n t e r p r i s e s  (p rivate 
c o m p a n i e s  and p u b l ic  c o r p o r a t  ions) b e i n g  r e qu i re d to en te r into C o m p a n y
P l a n n i n g  A g r e e m e n t s  w ith the g o v e r n m e n t . In the n e g o t i a t i o n s  s e t t i n g  up a 
CPA, t ra de s u n i o n s  wo ul d have an i mp or tan t role: e it h er  n e g o t i a t i n g
d i r e c t l y  and i n d e p e n d e n t l y  with the g ov e rn m en t,  or a c t i n g  t og e t h e r  with 
m a n a g e m e n t  and the g o ve rnm en t.  T hey  might, or m i g h t  n o t , sign the final 
A g re em en t.  In p u b l i c  e n t er p ri se s , u n i o n  i n v o l ve m en t could be g r e a t e r  
still, e s p e c i a l l y  w h er e  a m e a s u r e  of w o r k e r s ’ c on trol was poss ib le . It is 
to be q u e s t i o n e d  w h e t h e r  C PA s are not a v e r y  round abo ut  and c l u ms y  m e a n s  
of i n c r ea s in g industr ia l d e m o c r a c y  and w o r ke r  i n vo l v e m e n t  in d e c i s i o n s
a f f e c t i n g  them that m i g h t  m or e  e a s i l y  be r e ach ed  by p r o f i t - s h a r i n g  a nd / o r  
e m p l o y e e  s ha re  o w n e r s h i p  schemes. If an "open b o o k s " r e q u i r e m e n t  w e r e  m e t , 
h o w e v e r , it mi gh t not be n e c e s s a r y  to have formal w r i t t e n  CPAs. But
L a b o u r ’s " Pr o g r a m m e  1973" (still one  of the f u l l e s t  e x p o s i t i o n s  of the
c o v e r a g e  of a CPA) e n v i s a g e d  that th er e  w o u 1d be w r it t e n  a g r e e m e n t s
o c v e r i n g  the f a l l o w i n g  se ve n a r e as  :
1. P r o v i s i o n  by the c o m p a n y  of i nf ormation, for the past and the 
future, on investment, prices, d e v e l o p m e n t  p l a n s  e t c .
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2. Use by the g o v e r n m e n t  of this i n f o r m at io n  to set its p l a n n i n g
o b j e c t i v e s  and p lan  r e s o u r c e  r e d i s t r i b u t i o n  to meet them.
3. S e c u r i n g  a g r e e m e n t  on c o m p a n y  action, eg j o b s  in a D e v e l o p m e n t
Area, w h i l e  l e avi ng  the f ir m f re e to c h o o s e  its own t a c t i c s
wi t hi n the a g r e ed  strategy.
4. P r o v i s i o n  for r e g u l ar  r e v i s i o n  of the CPA.
5. P r o v i s i o n  of a channel for s e l e c t i v e  g o v e r n m e n t  assistance.
6. P r o v i s i o n  of a s y s t e m a t i c  b a s i s  for o b l i g i n g  c o m p a n i e s  to be
"a cco un  tab le".
7. P u b l i c a t i o n  of a d e t a i l e d  "annual report to the nation" on the
recor d of c o m p a n i e s  w ith CPAs.
The or iginal c on ce p t was that C PA s w o u 1d be c o m p u l s o r y  in the m e s o - e c o nom i c 
s e c t o r . O p p o s i t i o n  to this (see C h a p t e r  III) led to their b e i n g  m a d e
v ol untary. The o ff ic ia l d i s c u s s i o n  d o c um en t  ( De p ar tm en t of Industry, 
1975) m a de  it pl ai n that C P A s w o u ld  not be legal ly-enforcecible c o n t r a c t s  but
s t a t e m e n t s  of f irm  intention. N ev er th I e s s , s ig n i n g  a a g r e e m e n t  c ou l d be
m a d e  a c o n d i t i o n  of the g r an t  of d i s c r e t i o n a r y  fi nance. H o l l a n d  a r g u e s  that 
the bu r de n on c o m p a n i e s  of p r o v i d i n g  the n e c e s s a r y  i nf o r m a t i o n  would not be 
g r e a t , si nc e it is the s ort of i n f o r m a t i o n  r eq u i r e d  of s u b s i d i a r i e s  by
their head offices. But the p u b l i c a t i o n  of it and the l e ve ra ge  gi ve n to the 
g o v e r n m e n t  w ould m a k e  p o s s i b l e  a shi ft  to a " d om i n a n c e  of p u b l i c  
a c c o u n t a b i l i t y  and c o n t r o l " and wo ul d a l s o  lead to m o r e  informed w a g e  
b a r g a i n i n g  (as well as s o m e  p o s s i b l e  c o n f l i c t s  of interest). Such a s y s t e m
of p l a n n i n g  w ou ld  be s u p e r i o r  to a p u r e l y  i n d i ca t iv e n at io na l
“ 1 1 “
m a c r o - e c o n o m  i c plan b e c a u s e  it w o u 1d have i m pe r a t i v e  e l e m e n t s  - the 
e n f o r c e m e n t  p o w e r s , with the u l t i m a t e  s a n c t i o n  of n a t i o n a l i s a t i o n  and 
lesser s a n c t i o n s  of u s i n g  p u b l i c  b u y i n g  power, p u bl i c  e n t e r p r i s e  
c o m p e t i t i o n  and w i t h h o l d i n g  of f in a n c i a l  a s s i s t a n c e  for n o n - c o m p l i a n c e  o n c e 
an a g r e e m e n t  had been made. It w o u 1d a lso  be s u pe r i o r  to L a b o u r ’s 1 9 6 4 - 1 9 7 0  
"National Plan" which, with its c h e c k - 1 i s t s  of p r i o r i t i e s  for g o v e r n m e n t  
action, was a l r e a d y  m o re  than p u r e l y  i ndicative, b e c a u s e  it wo ul d r e c o g n i s e  
and take ac co u nt  of the m e s o - e c o n o m y .
2. Criteria for Assessment
The fact that CPAs c o m e  about t h r o u g h  g o v e r n m e n t  i n t e r v e n t i o n  m e a n s  that 
p o l i ti c al  as well as p u r e l y  e c o n o m i c  issues are involved. In a d e m o c r a c y  
this m e a n s  some social issues m a y  be incl ud ed  t hr ou gh  f o r c e  of p u b l i c  
opinion. In this study, the c o n c e p t  and its p r a c t i c e  or p o t e n t i a l  
p r a c t i c a b i l i t y  are a s se s s e d  and j u d g e d  on both n a r r o w l y  e c o n o m i c  c r i t e r i a  
and in the light of w i de r  in st it u ti on a l,  social and c u lt u ra l 
c o n s i d e r a t i o n s .  C r i t e r i a  for a s s e s s m e n t  will b e :
(a) w he t h e r  the c on c e p t  of C o m p a n y  P l a n n i n g  A g r e e m e n t s  is we 11 
d e si g n e d  to p r o m o t e  " j u s t i c e " ( d i s t r i b u t i v e ,  not c o rr e c t i v e ) ,  and
(b) w he th e r C PAs are likely to be e f f e c t i v e  in pract ic e.
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J u s t i c e  is not a word c o m m o n l y  used by H o ll a nd  but the d e v e l o p m e n t  of
social j u s t i c e  is i mp licit in the o b j e c t i v e s  of i nd ustrial d e m o c r a c y  and a
s o c i e t y  m o t i v a t e d  m o r e  by a l t r u i s m  than e x c l u s i v e  p u r s u i t  of se 1f - i n t e r e s t . 
F u r t h e r m o r e  it is e x p l i c i t l y  no te d (p.40) as a f ru i t of "a m a j o r  
r e d i s t r i b u t i o n  of w ea lt h"  b r o u g h t  ab ou t t hr ough the  s o c i a l i s t  social
c o n t r a c t  b e tw e e n  g ov er n me n t,  b us in es s,  tr ad e u ni o ns  and the c o m m u n i t y  in 
w h i ch  C PA s are to p lay  so p r o m i n e n t  a role. The p r e f i x  s o c i a l  r a i s e s  the
ba si c issue of i n d i v i d u a l i s m  v e r s u s  f ra te rn it y.
M os t r ec en t d i s c u s s i o n s  of the c o n c e p t  of just ice be g in w ith  the ri g o r o u s  
and f a r - r e a c h i n g  a r g u m e n t s  of R a w l s  (1972). Since they are set in and
d e v e l o p e d  from a social c o n t r a c t  c o n t e x t , it is c l e ar  that it is 
indeed s o c i a l  j u s t i c e  that is R a w l s ’ co ncern. As he p u t s  it, " Ju s t i c e  is
the first v ir t u e  of social i n s t i t u t i o n s . "  The p r i n c i p l e s  of j u s t i c e  are,
a c c o r d i n g  to Rawls, innate in man  and m a y  be d i s c o v e r e d  by c o n s i d e r a t i o n  of 
the social c o n t r a c t  that w o ul d  be a g r e e d  by m e m b e r s  of a s o c i e t y  (a d v a n c e d  
b e yo n d  the s u b s i s t e n c e  level) m e e t i n g  t o ge t h e r  in a "veil of i g no ra nc e" 
ab ou t each i n d i v i d u a l ’s s e x , m ent al  and p hy si ca l a bi l it i es , social s t a t u s  
e t c . A s s u m i n g  that i n d i v i d u a l s  m e e t i n g  in such c i r c u m s t a n c e s  are m o t i v a t e d  
by self interest, R a wl s  a r g u e s  that they wo ul d a r r i v e  at two p r i n c i p l e s  of 
j u s t i c e  for the o r d e r i n g  of so ciety:
1. Equal right for e ach in di vi du a l to basic l iberties, c o m p a t i b l e  
with like li berty for all;
- 13 -
2. A ny social or e c o n o m i c  i n e q u a l i t y  m u s t be j u s t i f i e d  by b e i n g
(a) of the g r e a t e s t  b e n e f i t  to the  least a d v a n t a g e d
(b) a t t a c h e d  to p o s i t i o n s  o p en  to all un de r equal o p po r t u n i t y .
In c a s es  of i n c o m p a t i b i 1 i t y , P r i n c i p l e  1 t ake s p r i o r i t y  o ver 2, and 2(b) 
over 2(a): liberty is a m o r e  b a si c  ri gh t  than equality.
T hus Rawls, in 2(a) e sp ec i al ly ,  o p p o s e s  the U t i l i t a r i a n  o b j e c t i v e  of the 
g r e a t e s t  good for the g r e a t e s t  n u m b e r , by inference, r e g a r d l e s s  of the loss 
s u f f e r e d  by a minor it y.  Are  R a w l s ’ p r i n c i p l e s ,  h o w e v e r , p r ac t i c a l  p o l i t i c s  
in a d e m o c r a c y ?  In a s o c i e t y  (A) w it h a p y r a m i d  s t r u c t u r e  of i nco me  and 
wealth, the poor mi gh t be e x p e c t e d  to e r o d e  the l ib e rt i es  of the r ich in 
p u r s u i t  of less inequality; in a s o c i e t y  (B) with the g r e a t e s t  n u m b e r s
a bo v e the floor, the m a j o r i t y  m i g ht  h av e little c o n c e r n  for the least 
advan t a g e d .
I n c o m e / W e a l t h
N u m b e r  of p e o p l e
— 14 —
In pract ice , individual liberty and i n e q u a l i t y  wo ul d be e x p e c t e d  to s u r v i v e  
in a d e m o c r a c y  of sh ap e A p a r t l y  t h r o u g h  the e x e r c i s e  of the w e a l t h  of the 
rich and the p o we r  and i n f l u e n c e  it buys, and p a r t l y  t h r o u g h  the 
se 1f - inte re st  of the p oor who n o u r i s h  the a m b i t i o n  of one day b e i n g  rich 
and so e n j o y i n g  the f ru i t s  of i n eq ua li ty . S h a pe  B, h o w e v e r , is m o r e  typical 
of an a d v an c ed  e c o n o m y  and r a i s es  m o r e  import an t i ss ue s of j u s t i c e  and 
e c o n o m i c  planni ng . In p a r t i cu l ar , we shall need to ask the qu es ti on : in
w h o se  i nt er e st s  will C PA s be o p e r a t e d ?  A c c o r d i n g  to H o l l a n d  (1975) p l a n n i n g  
in a c a p i t a l i s t  s y st e m  may  be used to alle\/tate p o v e r t y  but will still 
p e r p e t u a t e  "the c a p i t a l i s t  m e c h a n i s m s  w h i c h  c o n t i n u a l l y  c r e a t e  s uch social 
i nj us t ic e " (page 34). He w ou l d not a g r e e  that a ct io n on R a w l s ’ P r i n c i p l e  
2(a) c ou ld  be inspired by s e l f - i n t e r e s t  alone: that individ ua l f u l f i l m e n t
lies s o l el y  in the p u r s u it  of se 1f - i nt er es t  is " c a p i t a l i s t  m y t h o l o g y " .  
E v i d e n c e  to the c o n t r a r y  is fo un d in "the a l t r u i s t i c  t r a d i t i o n  of 
p r o g r e s s i v e  C h r i s t i a n i t y "  and a m o n g  the "e d u c a t e d  y o u n g ..... (w h o ) 
c h o o s e . . .careers. . (i n )soc ial service. . .at real c o s t . . . ( f i n d i n g )  a f u l le r 
f orm of s e l f - e x p r e s s i o n  than the n a r r o w  s e l f - i n t e r e s t  of p r o g r e s s  t h r o u g h  a 
c a p i t a l i s t  h i e r a r c h y . " (page 37)
R a w ls  is thus c r i t i c i s e d  (though not e x p l i c i t l y  by H o l l a n d  w h o d o e s  not 
m e n t i o n  him) for an i n d i v i d u a l i s t i c  c o nc e p t  of human n a t u r e  and 
d i s r e g a r d i n g  man as a social b e i n g  m o t i v a t e d  in part by a l t r u i s m  and social 
concern. His i n div id ua li sm , h o w e v e r , is not as naked as s o m e c r i t i c s  m a k e  
out. S e l f - i n t e r e s t  r e q u i r e s  the p r o m o t i o n  of se 1f - r e s p e c t , a p e r s o n ’s s e ns e 
of his or her own value, and it r e q u i r e s  a p p r e c i a t i o n  f rom  others. The
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b e tt e r- of f , b oth the rich m i n o r i t y  and the a b o v e - t h e - f 1oor m aj o ri ty ,  in 
or der  to win the r es pe ct  of others, wo ul d want s o c i e t y  to be o r d e r e d  
a c c o r d i n g  to the two p r in cip le s.  T h us  s o c i e t y  is g iv e n the n e c e s s a r y  
e l em e nt  of c o - o p e r a t i o n  and m ut ua l s u p p o r t , f r a t e r n i t y  as well as 
i n di v idu al ism . Can a social c o n s c i e n c e  thus be g r o u n d e d  in s e l f - i n t e r e s t  
a 1 one?
One cr i ti c  who t hi n k s  not is Preston, a social t h e o l o g i a n  t r ai ne d in 
e c o n o m i c s  (1979). He b e l i e v e s  that a social t he or y b as e d on in di vi d ua li s m,  
on the a s s u m p t i o n  that man is m o t i v a t e d  s o l e l y  by s e l f - i n t e r e s t  (from w h i ch  
any d i s p l a y  of a l t r u i s m  is deriv ed ),  is b a s e d  on f a ls e  p remises. P r e s t o n  
a r g ue s  (p72) "that s e l f - i n t e r e s t  is a p ow e r f u l  and n e c e s s a r y  e l e m e n t  in
hu ma n life w hi c h m ust  be a ll ow e d for and h a r n e s s e d ..... ..The f ree m ar ket,
w h i ch  d e p e n d s  on it, is for c e r t a i n  social and e c o n o m i c  p u r p o s e s  the m o st  
useful i ns tr um e nt  yet d ev is ed  by man, but it nee ds  to be set w i t h i n  a 
s t r o n g  social f r a m e w o r k . . . . . . s o c i e t y  is p r i or  to the
individual. . . . indiv id ua li  sm itself o n ly  w o r k s  if a c o m m i t m e n t  to the c o m m o n  
good can be c o u n t ed  on." Such a c o m m i t m e n t  or moral c o n s e n s u s  was a s s u m e d  
by A dam  Smith, and its e r o s i o n  amid the mor al  p l u r a l i s m  of the t w e n t i e t h  
c e n t u r y  is seen by s o m e ,eg H ir s ch  (1977), as e r o d i n g  the m a r k et  c a p i t a l i s t  
s y s t e m  i tse 1f .
C h r i s t i a n  tradition, both C a t h o l i c  and P r o t e s t a n t , has s t re s s e d  the o r g a n i c  
and c o r p o r a t e  as well as the i nd iv id ua l n a t u r e  of hum an  life. P r e s t o n  
re f er s (p75) to the R e f o r m a t i o n  d o c t r i n e  of the O r d e r s  of Cr eation:
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the F a m i 1 y
the E c o n o m  i c Order
the P o 1 i t ical O r de r
the C o m m u n  i ty of C u l t u r e
Th es e are ba si c s t r u c t u r e s  of life w h i c h  are not c h o s e n , c o n s t r u c t e d , by |
man, but are given. That is not to say that they  are a b s o l u t e  or at any j
time not in need of reform. But they do e x p r e s s  the fact that ma n  is 
i n he r e n t l y  a social animal, not m o t i v a t e d  s o l e l y  by ind iv id ua l 
se 1f - i n t e r e s t .
For Holland, m a n ’s social n a t u re  is e x p r e s s e d  in the f orm of c l a s s
s o li dar ity , thus s t r e s s i n g  the E c o n o m i c  Order. We shall a r g u e later 
(Chapter VI) that the CP A d e b a t e  has been c o n d u c t e d  on too n a r r o w l y  an' 
e c o n o m i c  and p o l it i ca l a b a s i s  and fr om  too s ho r t an h is t o r i c a l
p e r s p e ct i ve . We shall d ra w  on the ideas of t hose w ho  have in e f f e c t
s t r e s s e d  the o t he r o r d e r s  as well, p r e m i s i n g  an a l t o g e t h e r  m o re  c o m p l e x  
social structure.
In r el a t i o n  to our i m m e d i a t e  p u r p o s e  of d e v e l o p i n g  the c r i t e r i a  for 
a s s e s s i n g  the CPA c on cept, we find u se fu l the work of a gr ou p  of S DP 
s y m p a t h i s e r s  in C a r e y  (1985). In c o n t r a s t  to Preston, they a r g ue  that a 
s o c i a l l y  just, ie fair, s o c i e t y  c a n n o t  be ba se d on e x p e c t a t i o n s  of a l t r u i s m  
f r om  s p e c i f i c  s e c t i o n s  of society, and that any s o c i e t y  so based will be 
u ns ta bl e,  lacking in e q u i l i b r i u m :  " .. . th e b a s ic  p r e m i s e s  of S o c i a l i s m
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...and C o n s e r v a t i s m  are u n j u s t  b e c a u s e  they d em an d al tr u is m,  the f o r m e r
f ro m  the c o m m u n i t y  as a w h o l e  and the latter f r om  the least a dv an ta g ed ,  and
when, inevitably, this is not f o r t h c o m i n g  bot h p h i l o s o p h i e s  m u s t fall b ac k
on the po wer  of the s t a t e . ......  Wha t is r e q u i r e d  is a set of p r i n c i p l e s
b as e d on s e l f - i n t e r e s t  r a t h er  than e i t h e r  s e l f i s h n e s s  or a l tr u i s m ! "  (page
9). S uch p r i n c i p l e s  they find in Rawls.
T he y acce pt  R a w l s ’ be li ef  that the l i b e r t i e s  of i n d i v i d u a l s  are in he r en t  in 
human nature, not the gift of so ciety, and that the b a s i s  of a f re e s o c i e t y  
m us t be c o n t r a ct u al .  From t hi s v ie w po in t , justice, if it is to p r o m o t e
s t ab il it y,  must be r e c o g n i s e d  as b e i n g  fair. It will be u n i v e r s a l l y
r e c o g n i s e d  as fair if it e n a b l e s  the in di vid ua l to re ac h " eq ui l ib ri u m" ,  the 
best s i t u a t i o n  that h e /she can r e a c h , c o n s i s t e n t  w it h  the r ig h ts  and
f r e e d o m s  of others. " J us t i c e  as f a i r n e s s  is t h e r e f o r e  s e l f - g e n e r a t i n g  
b e c a u s e  it is o b j e c t i v e l y  r e c o g n i s e d  and p e r s o n a l l y  a c k n o w 1eged to be 
n e c e s s a r y  and just": C a r e y  (1985) p a g e 24. Co nv e rs el y , an u n ju s t  society,
ie one  the b a s e s of w h i ch  are i n c o n s i s t e n t  with R a w l s ’ two p r i n c i p l e s  of 
justice, will be i n h e r e n t l y  u ns t ab l e.  It m ust  be r e c o g n i s e d  that the 
d e f i n i t i o n  of " e q u il ib r iu m " d i f f e r s  f r om  normal e c o n o m i c  u s a g e  : low level
e q u i l i b r i u m  with s u b s t a n t i a l  u n d e r e m p l o y m e n t  w o u l d not be f air or best. 
F u r t h er m or e,  no a tt e m p t  is m a d e  to s ta y  w i t h in  the b o u n d s  of P a r e t o  
e q u i l i b r i u m  - that no one is to be m a d e  b e t t e r - o f f  at the e x p e n s e  of a n y o n e  
e 1 s e .
R a w l s ’ p r i n c i p l e s  lead him to p r o p o s e  the g en er a l s h a p e  of the i n s t i t u t i o n s
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of a just society. In the r ea l m of e co n om ic s , these i n cl u d e  f iv e b r a n c h e s  
of g o v e r n m e n t  c o n c e r n e d  with " d is tr i bu t io n" :
1. a l l o c a t i o n  - to ch ec k c o m p et i t i o n - i n h i b i t i n g  c o n c e n t r a t i o n  of m a r k e t  
p o w e r , u n d e r t a k e  social c o s t - b e n e f  i t a n a l y s i s ;
2. s t a b i l i s a t i o n  - to m a i n t a i n  full e mpl oy me nt ;
3. t r a n s f e r  - to m a i n t a i n  the social minimum;
4. d i s t r i b u t i o n  - to r a i se  t ax es  on p r o p e r t y  and (probably) e x p e n d i t u r e  
(rather than income);
5. e x c h a n g e  (optional) - to p r o v i d e  p u b li c  g o o ds  o t h er  than t h o se 
n e c e s s a r y  for justice.
T h e re  is no e xp l i c i t  m e n t i o n  of growth, a l t h o u g h  this c o u ld  be co u nt e d as 
i n t e r - t e m p o r a l  d i s t r i b u t i o n  w ith  a p p r o p r i a t e  time p r e f e r e n c e  d i s c o u n t  
rates. Apart from this the ta sk s for B r a n c h e s  1 and e s p e c i a l l y  2 in w h ic h 
CP As  have their mo st  o b v i o u s  role s e e m  m uch  m o r e  d i f f i c u l t  now than w he n 
R a w l s  (and Holland) w r o t e , but their o b j e c t i v e s  are clear. C o n s i d e r a t i o n  of 
B r a n c h  3, r ais es  m o r e  f u n d a m e n t a l  issues. The  social m i n i m u m  is to be set
to m a x i m i s e  the e x p e c t a t i o n s  of the least a d v a n t a g e d , not o n l y now but in 
f u t u r e  g en er a ti on s . Its height s ho u l d  not, h o w e v e r , be so great as to
imperil in c en t iv es  and the "just" level of capital a c c u m u l a t i o n  that are
n e c e s s a r y  to e n s u r e  that e c o n o m i c  g r o w t h  on w hi c h the e x p e c t a t i o n s  of the
least a d v a n t a g e d  depend. W i d e l y  v a r y i n g  j u d g e m e n t s  can be m a d e  on this. 
F ur t h e r m o r e ,  is the social m i n i m u m  to be an income to be f r e e l y  d i s p o s e d  of
by the r e c i p i e n t s  as R a w ls  p r e f e r s ?  Or s hou ld it i nc lu de  b e n e f i t s - i n - k i n d
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and v o u c h e r s  for ed uc ation, health, etc as Ca re y  and his c o l l e a g u e s
pr opose, on the g r o u n d s  the d i s a d v a n t a g e d  h ave i n s u f f i c i e n t  k n o w l e d g e  of 
what is good for them and their c h i l d r e n  and g r a n d c h i 1 d r en? It is not at 
all c l ea r  that C PAs  can a ss is t  in 3 and we shall need to c o n s i d e r  the 
c l a i m s  ba se d on p u b li c c h o i c e  t h e o r y  that n e g o t i a t i o n s  on C PAs  m i g ht  be so 
i n f l ue n ce d by p r o d u c e r  inte re st  g r o u p s  (government, b u s i n e s s  and t ra d e 
union) as to work a ga i n s t  the p u b l ic  o b j e c t i v e s  of this b r a n c h .
It is a p pa r e n t  from this d i s c u s s i o n  that R a w l s  may  be u sed and a b u s e d  f r om  
a v a r i e t y  of po li t ic al  p os it i on s , but it s e e ms  r e a s o n a b l y  c l e a r that his 
i n d i v i d u a l i s m  does not m ean  f r a t e r n i t y  is u n a v a i l a b l e  or u n i m p o r t a n t ,  nor 
that it p r e c l u d e s  the e x i s t e n c e  of a c o m m o n  c o nc e rn  for f a i r n e s s  for the 
least a d va n ta g ed . We c o n c l u d e  it is not n e c e s s a r y  to a cc e p t  his a s s u m p t i o n  
that the indivi du al  is p r io r  to soci et y,  or that the p r i o r i t y  of li b er t y 
over e q u a l i t y  wou ld  be s e l f - e v i d e n t  in a less a f f l u e n t  s ociety, to u s e his
c o n c e p t  of j u s t i c e  as f ai rn es s,  i n c l u d i n g  p r e f e r e n c e  to the least
a dv a n t a g e d ,  to a p p r a i s e  e c o n o m i c  and p l a n n i n g  s y s t e m s  and the r ol e of CPAs.
The s eco nd c r i t e r i o n  giv en  the fi rs t that the CPA c o n c e p t  is well d e s i g n e d  
to p r o m o t e  jus ti ce , is that c o m p a n y  p l a n n i n g  a g r e e m e n t s  will w or k - be 
ef f ec t i ve in pract ic e.  T h e r e  are d o u b t s  a bout w h e t h e r  c o m p a n i e s ’ p l a n n i n g  
is s u f f i c i e n t l y  s o p h i s t i c a t e d  for s uch  a s y s t e m  to work: e v i d e n c e  will be
o b t a i n e d  and a s s e s s e d  on this point. A l s o  an a s s e s s m e n t  will h ave  to be
m a d e  of the b a l a n c e  of c o s t s  a c t u a l l y  inc ur re d and implied t h r o u g h  any 
i m p a ir m en t of the e f f i c i e n c y  of the c o m p e t i t i v e  m a r k e t  s y s t e m  a g a i n s t  the
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s u p p o s e d  b e n e f i t s  to the e c o n o m y  and s o c i e t y  d e r i v e d  t h r o u gh  C P A s  and 
p la nn in g.  T his  r ai s e s  q u e s t i o n s  a b o u t  ho w "big b u s i n e s s "  a c t u a l l y  be haves.
L o n g  ago, B ar a n and S w e e z y  (1966) m o u n t e d  a d e v a s t a t i n g  a t t a c k  on the 
c o n c e p t  of "the soulful c o r p o r a t i o n " .  B e r l e  and M e a n s  (1932) had a rg ue d 
that the modern, l a r g e - s c a l e  c o r p o r a t i o n  wou ld  i n e v i t a b l y  d e v e l o p  into a
p u r e l y  neutral t e c h n o c r a c y  b a l a n c i n g  a v a r i e t y  of c l a i m s  on the b as i s of 
p u b l i c  p o l i c y  r at he r than p r i v a t e  c u pi d i t y .  Th is  led K a y s e n  (1957) to 
c o n c l u d e  that the m o d e r n  c o r p o r a t i o n  is a soulful c o r p o r a t i o n ,  no
longer s e e k i n g  to m a x i m i s e  p r o f i t s  but fulfil its r e s p o n s i b i l i t i e s  to
em p lo ye es ,  c u s t o m e r s  and the g e ner al  p u b l i c  as well as s ha r e h o l d e r s . 
T hi s s e e m e d  to leave i n d e t e r m i n a t e  how  r e s o u r c e s  are to be al lo ca t ed .
E a r l e y  (1957), h o w e v e r , d e m o n s t r a t e d  f r o m  s t u d i es  of m a n a g e m e n t  l i t e r a t u r e  
and his own s u r v e y s  a g r o w i n g  e m p h a s i s  on cost r ed uc t io n , r e v e n u e  e x p a n s i o n
and p r o fi t m a x i m i s a t i o n  and a r g ue d  that i nc r ea s ed  e m p l o y m e n t  of e c o n o m i s t s ,  
m a r k e t  a n a l y s t s  and m a n a g e m e n t  c o n s u l t a n t s  and d e p l o y m e n t  of o p e r a t i o n a l
r e s e a r c h  and m a n a g e m e n t  a c c o u n t i n g  t e c h n i q u e s  would e n h a n c e  the a b i l i t y  of 
bi g b u s i n e s s  to a t t a in  its goals. T h e s e  goals, w h i c h he ar g ue d  w e r e  not
i n c o n s i s t e n t  but ne- c e s s a r y  on e  to the other, w ere  high m a n a g e m e n t  income, 
good pr ofits, s t r o n g  c o m p e t i t i v e  p o s i t i o n  and growth.
B a ra n and S w e e z y  c it e E a r l e y  a p p r o v i n g l y ,  p o i n t i n g  out his s t r e s s  on the 
limited i n f o r m at io n  c o n s t r ai nt .  T h i s  m e a n s  that f i r ms  c a n n o t  e n v i s a g e  an
a b s o l u t e  m a x i m u m  level of p r o f i t s  to be a t t a i n e d  but that in a g i ve n
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s i t u a t i o n  and time s c a l e  can seek the m a x i m u m  i nc rea se  in pro fi ts . T h i s  is 
in line with the "Au st ri an " v i e w  of c o m p e t i t i o n  as a p r o c e s s  not an 
e q u i l i b r i u m  state. They c o n c l u d e  that large c o r p o r a t i o n s  in a m o d e r n  
e c o n o m y  are b e t t er  e q u i p p e d  and m o r e  intent to a c h i e v e  p r o f i t  than the 
s m a l l e r  s c al e  e n t e r p r i s e s  of f o r m e r  times. The so ulful c o r p o r a t i o n  d o e s 
not ex is t  so that if b u s i n e s s  has social o b l i g a t i o n s  t hey m u st  be imposed 
f rom outside.
This still leaves open the q ue s t i o n  of the e xt er na l e f f e c t s  of the large 
c o r p o r a t i o n ' s  p u r s u i t  of profit. Ar e g i a n t  c o r p o r a t i o n s  able to take 
a d v a n t a g e  of d e c l i n i n g  l on g-run m a r g i n a l  c o s t s  in a m o n o p o l i s t i c  way, 
p r o t e c t i n g  t h e m s e l v e s  behin d e n t r y  b a r r i e r s  and e x c l u s i v e  or h i g h l y  
f a v o u r e d  i n f r a s t r u c t u r e  i n v e s t m e n t ?  H a v e  the p ast t w e n ty  y e a r s  b een m a r k e d  
by g r e a t e r  e f f i c i e n c y  and h ar mo n  i sat ion of o b j e c t i v e s  or is big b u s i n e s s  
t y pi f i e d  by X -i n ef f  iciency and run in the i n te r e s t s  p r i m a r i l y  of m a n a g e m e n t  
w ith s af e and s t a b l e  g ro wt h r at he r  than p r o f i t s / e f f i c i e n c y  in u s e of 
r e s o u r c e s  the m a in  o b j e c t i v e ?  Ar e  r e p o r t e d  p r o f i t s  m a n i p u l a t e d ,  e s p e c i a l l y  
t hr oug h t ra n s f e r  p r i c i n g  by m u l t i n a t i o n a l  c om pa n ie s , for tax a d v a n t a g e s ?  If 
the a n sw er to s ome  or all of th es e  q u e s t i o n s  in the a ff i r m a t i v e ,  then
t he r e is a c ase  for m o r e  g o v e r n m e n t  i n t e r v e n t i o n  with  new m e a n s  s uc h as 
CPAs. If not, then it w ou ld  a p p ea r  that the c o m p e t i t i v e  s y s t e m  is w o r k i n g  
and that C PA s wo ul d be at best an i r r i t a n t  and at w or st  a m a j o r  i m p e d i m e n t  
to the f ree r u n n i n g  of the economy.
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3. The fiole of G a y / e m m e n t
O v e r a r c h i n g  both p r o p o s e d  criteria.' of a s s e s s m e n t  is the role of 
g o ve rnm en t.  It is an e v e r - p r e s e n t  p art  of the e c o n o m i c  and b u s i n e s s
e n vi r on me n t,  a c r it i ca l c o n t ex t ua l  elem en t.  It is es s en t ia l to d e t e r m i n e  
in what in terest g o v e r n m e n t  r e l a t i o n s h i p s  in the e c o n o m y  are c o nd u ct ed ;  it
is nai ve  to b ase  a p r o g r a m m e  of r e f o r m  on the a s s u m p t i o n  that g o v e r n m e n t  
will d e t e r m i n e  its p o l i c i e s  and p lay  an i n t e r v e n t i o n i s t  role in the e c o n o m y
g ui de d s o l e l y  and p u r e l y  by h i g h - m i n d e d  p e r c e p t i o n  of the in te r es ts  of 
s o c i e t y  as a whole. In a d e m o c r a c y  w it h an a d v a n c e d  i n d u s t r i a l i s e d  eco no my , 
most  of the v o t e r s  will be r e l a t i v e l y  poor. But p o l i c y  will not n e c e s s a r i l y  
be o p er a t e d  in their interests. V a r i o u s  in te r es t  and p r e s s u r e  g r o u p s  will
e xert i n fl u en ce  on both v o t e r s  and p o l i t i c i a n s .  P o l i t i c i a n s  also have  th ei r 
own in ter es ts  to p u r s u e  t h ro ug h the a t t a i n m e n t  of po we r t hr o ug h a t t r a c t i n g  
v o t e s .
The r a t i o n a l i s a t i o n  of this u n d e r s t a n d  i ng in Pu b li c  C h o i c e  th e or y  d oe s not 
d e s t r o y  the c ase  for p l a n n i n g  as a g a i n s t  f r e e mark et s.  But it d o es
d e m o n s t r a t e  that all p o l i c i e s  and t he i r o p e r a t i o n  need careful e x am i n a t i o n .  
If the way the p o l i t i c a l  s y s t e m  - b ot h the p o l i t i c a l  i n s t i t u t i o n s  
t h e m s e l v e s  and r e l a t e d  i n s t i t u t i o n s  - w o r k s  is u n de r st oo d , then p o l i c i e s  
can be a s s e s s e d  in te rm s of what i n t e r e s t s  they ar e d e s i g n e d  to p r o m o t e  and
w h e t h e r  they are likely to p r o m o t e  t h o s e  i n te r e s t s  in practice. If the
o b j e c t i v e  of the e x e r c i s e  is to p r o m o t e  e c o n o m i c  e f f i c i e n c y  and g r o w t h  and
social d e v e l o p m e n t  in the i nt e r e s t s  of the r e l a t i v e l y  poor, then it is
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i mp or ta nt  to id en ti f y wh ic h  i n t e r e s t s  in s o c i e t y  are likely to be 
o b s t r u c t i v e  and how their i n f l u e n c e  can be o u t b al a nc ed .
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The b asic text on p l a n n i n g  a g r e e m e n t s  un de r s t u dy  is H o l l a n d  (1975) "The 
S o c i a l i s t  C h al l en ge " . His  wa s the f o r m a t i v e  i n f lu e nc e on the new L a b o u r  
P a r t y  p o l i c i e s  on e c o n o m i c  p l a n n i n g  d e v e l o p e d  in the e a r l y  1970s. T h e s e
p o l i c i e s  were d e v e l o p e d  and p u b l i s h e d  by the P a r t y  in 1973 as an
"O p p o s  i t i on Gr ee n Paper" on the p r o p o s e d  Na ti o na l E n t e r p r i s e  Board (1973a) 
and " L a b o u r ’s P ro g r a m m e "  1973 (1973b). T hus the book f o l l o w e d  r ath er  than
p r e c e d e d  the a d o p t i o n  of the p o l i c i e s  ( although Hare, 1985, r e po r ts  that it 
wa s s t arte d in 1968. It is a s u b s t a n t i a l  book (414 pages) w it h  full n o t e s  
and r e f e r e n c e s  but it is primsir-ily p o l e m i c  or e v a n g e l i c a l  in tone and
p u r p o s e  rath er  than a ca d e m i c  or a p ol o ge ti c . P u t t i n g  on o ne s i de  and g i v i n g
too little w e i gh t  to the e l s e w h e r e  w e l l - d o c u m e n t e d  m a c r o - e c o n o m i c  p o l i c y
def i c i enc i e s , he a rg ue s  that " i n d i c a t i v e  p la n ni ng "  did not w ork  in B r i t a i n  
in the 1960s very largely b e c a u s e  i n s u f f i c i e n t  a c c o un t  wa s ta ke n of m o d e r n  
indust ri al  d e ve l o p m e n t s ,  e s p e c i a l l y  the rapid i nc r e a s e s  in the
c o n c e n t r a t i o n  of m a n u f a c t u n i n g  i nd u s t r y  and the size, p o w e r  and i n f l u e n c e
of m u l t i - n a t i o n a l  co mp an i es . S t u a r t  H o l l a n d  c o i n e d  the p h r a s e  
"m e s o - e c o n o m y " for the s t r a t a  of the e c o n o m y  c o m p r i s e d  by gi an t c o m p a n i e s
w h i c h  are b el o w the m a c r o  level but, s i n c e  t heir b e h a v i o u r  m ay  ex er t  an
i m po rta nt  i n fl u e n c e  on m a c r o - e c o n o m i c  d e ve l o p m e n t s ,  c a n no t  be f u l l y
e n c o m p a s s e d  by c o n v e n t i o n a l  m i c r o - e c o n o m i c  a n a l y s i s  and d e a l t  with t h r o u g h  
c o n v e n t i o n a l  m i c r o - e c o n o m i c  p ol ic ie s.
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His p o s i t i v e  c o n t r i b u t i o n  was to p r o p o s e  new p l a n n i n g  in st it u ti on s , n a m e l y  
a N at i on a l E n t e r p r i s e  Board to i n t e r v e n e  in i n d us tr y  to e n s u r e  that
g o v e r n m e n t  p o l i c i e s  w er e m a d e  e f f e c t i v e  and a r e q u i r e m e n t  of m a jo r
c o m p a n i e s  to m ak e t r i p a r t i t e  " P l a n n i n g  A g r e e m e n t s "  with the G o v e r n m e n t  and 
T r a de  U n i o n s  on such p o l i c i e s  as location, m a n p o w e r  and social affairs. 
H o l l a n d ' s  o b j e c t i v e  is to p r o v i d e  the e c o n o m i c  p o l i c y  c o n t en t  of a 
p r o g r a m m e  for a radical t r a n s f o r m a t i o n  of s o c i e t y  in the d i r e c t i o n  of 
d e m o c r a t i c  s o ci al is m.  The use of the w ord  "d em oc ra ti c " in c o n n e c t i o n  with 
p l a n n i n g  a g r e e m e n t s  r e l a t e s  to w i d e n i n g  the r e s p o n s i b i l i t y  of c o m p a n i e s  to 
e m p l o y e e s  and s o ci e t y  at large and " o p e n i n g - u p - 1 h e - b o o k s ", and to the 
i n t en t io n that p r i v a t e  se c to r  c o m p a n i e s  should c o n t i n u e  to exist,
c o n d u c t i n g  their d a y - t o - d a y  a f f a i r s  la rg el y w i t h o u t  i n t e r f e r e n c e . We ma y
c on si de r,  however, that oth er  r o u t e s  to industrial d e m o c r a c y  - s h a re  
o w n e r sh i p,  p r of i t  sharing, etc - m a y o f fe r  m or e  i nc e n t i v e  t o w a r d s  b oth 
e f f i c i e n c y  and w o r k p l a c e  harmony.
1. H i s t o r y  of IdesLS and P r a c t i c e
H o l l a n d ’s c r i t i c i s m s  of p r e v i o u s  p o l i c i e s  r e q u i r e  e x a m i n a t i o n  of the t h e o r y  
and p r a c t i c e  of i n d i c a t i v e  p l a n n i n g  and of the d e v e l o p m e n t  of the 
" m e s o - e c o n o m y " . We a p p r o a c h  i n d i c a t i v e  pl an ni ng , first, t h r o u g h  the h i s t o r y  
of p l a n n i n g  and p l a n n i n g  p o l i c i e s  in Br itain, c h i e f l y  s i n c e  1945, with 
r e f e r e n c e  to c o n t e m p o r a n e o u s  d e v e l o p m e n t s  e l s e w h e r e  in W e s t e r n  Europe. The 
s e e ds  of industrial d e v e l o p m e n t  in the f i f t i e s  and s i x t i e s  and g o v e r n m e n t  
p o l i c y  t o wa r d s  it w e r e  sown e a r l y  in the century; H a n n a h  (1976) h e l p f u l l y
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t ra c es  the several p h a s e s  of c o n c e n t r a t i o n  of i n du s tr y and the a s s o c i a t e d  
c h a n g e s  in the moo d of b u s i n e s s  and the p u b l i c  at large and in a t t i t u d e s  
t o w a r d s  i n t e r v e n t i o n  - right t h r o u g h  the first s ev e n d e c a d e s  of the 
century.
The 1945-51 L a b o ur  G o v e r n m e n t s ’ u se  of its i n h e r i t a n c e  of p i a n n  i ng 
m a c h i n e r y  f ro m the War Y e ar s  and its i n n o v a t i o n s  and e x p e r i e n c e s  w ith  them 
are s u r v e y e d  in Le ru ez  <1975). T h is  is a d e ta i le d  h i s t o r i c a l  s t u d y w it h 
f i n e l y  dr aw n a c c o u n t s  of the e c o n o m i c  and p ol it i ca l b a c k g r o u n d s  - both 
t h e o r e ti c al  and pr ac ti ca l.  He is s u p p l e m e n t e d  by Ar m st ro n g,  G l yn n  and 
H a r r i s o n  (1984) w r i t i n g  f rom a m o r e  l e f t - w i n g  s ta n c e  and w i th  a b r o a d e r  
h i s t or i ca l and i nt e rna ti on al  sweep. In that p o st - w a r  p e ri o d  the p o te n t i a l  
of K e y n e s i a n  m a c r o - e c o n o m i c s  and its r e l a t i o n s h i p  with  i ndustrial p o l i c y  
w e r e  e x p l o r e d  by Wo o to n  (1945), D u r b i n  (1949) and L e w i s  (1949) but they 
w e r e  ahead of their time. The a m o u n t  of p l a n n i n g  d i m i n i s h e d  und er  Labour, 
and f u r t h e r  u nder the C o n s e r v â t i v es  in the fifties. T h is  trend was r e v e r s e d  
w it h the re so r t to s u p p o s e d l y  F r e n c h - s t y l e  i nd i c a t i v e  p l a n n i n g  f rom  1961.
The C o n s e r v a t i v e  and L a b ou r  e s s a y s  in i n d i c a t i v e  p l a n n i n g  - and the d e b a t e s  
that p r e c e d e d  them - are c o v e r e d  by L e r u e z  and also Budd (1978) and G a m b l e  
& Walk land (1984), Budd w r i t e s  as an e c o n o m i s t  w it h  a keen eye for 
p ol i t i c a l  p r a c t i c a l i t i e s  and c u l t u r a l  f a c t o r s  w h i le  G a m b l e  & W a l k l a n d  are 
p o l it i ca l s c i e n t i s t s  (and f u r t h e r  to th e left than Budd) w ith  a f irm  g r a sp  
of e c o n o m i c s  and p r o v i d e  a d e t a i l e d  s u m m a r y  of the formal and informal 
d e b a t e s  on p l a n n i n g  in the two pa rt i es . It is p a r t i c u l a r l y  a p p a r e n t  to Budd
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that not o n ly  was i n s u f f i c i e n t  r e ga r d  p aid  to cult ur al  d i f f e r e n c e s  b e t w e e n  
F r a n c e  and B r i t a i n  but also F r e n c h  p l a n n i n g  i n s t i t u t i o n s  w e r e  i n a d e q u a t e l y  
u n d e r s to o d.  C u lt ur al  d i ff e re nc e s,  e s p e c i a l l y  the long t r a d i t i o n
of eûaûismf we re  noted in the p a p e r  by H e s s e l m a n  (1982) and e a r l i e r  by
S h o n f i e l d  (1965) who  also r e ma r k e d  on m o r e  h id de n but d e e p l y  i n g r ai n ed 
c e n t r a l i s e d  p l a n n i n g  s t r u c t u r e s  in W e s t e r n  Germany; he n e v e r t h e l e s s  
r e ma i n e d  an a d v o c a t e  of i n d i c a t i v e  p l a n n i n g  as an e f f i c i e n t  way  to m a n a g e  
"m odern c a pi t a l i s m " .  The actual p r a c t i c e  of p l a n n i n g  in F r a n c e  in the
f o r t i e s  and f i f t i e s  is a n al y s e d  in B o n n a u d  (1975) and D e l o r s  (1978) and
a ls o  by M a ss e  (1962,1965) wh o ma y  ha ve  b ee n o v e r - a n x i o u s  to m a k e  the idea 
p a l e t a b l e  to the British.
V a r i o u s  r e a s o n s  for the f a i l u r e  of the two B r i t i s h  p l an s  of the s i x t i e s  are 
p r o p o u n d e d  by B r i t t a n  (1967) and S h a n k s  (1978) (as well as by Leruez, B udd
and H olland). Chief a t t e n t i o n  is p aid  to e c o n o m i c s  - lack of r e a l i s m  in
a s s u m p t io n s,  c o n c e p t s  and o b j e c t i v e s  - i n c l u d i n g  c o n f u s i o n  of f o r c a s t  and
t ar ge t and refusal of the a u t h o r i t i e s  to c o n s i d e r  d e v a luation. The 
I n du st ri al  R e o r g a n i s a t i o n  C o r p o r a t i o n  had its g e n e s i s  in L a b o u r ’s
i n d i c a t i v e  p l a n n i n g  period; it wa s c r i t i c i s e d  f rom  the ri gh t by H i n d l e y
(1970) and G r y l l s  and R ed w oo d (1980) and f r o m  the left by H o l l a n d  (1975).
F u r t h e r  light is shed on the s ix ties. and of c o u r s e  s u b s e q u e n t l y ,  by
M i d d l e m a s  (1983) - the of fi c ia l  h i s t o r y  of the N at i on al  E c o n o m i c
D e v e l o p m e n t  C o u n c i l ’s first 25 years.
In the s e v e n t i e s  and eigh ti es , our a t t e n t i o n  is c o n c e n t r a t e d  on L a b o u r ’s
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t h i n k i n g  in o p p o s i t i o n  (rather than a c t i v i t y  in offi ce ).  The 
Hoi l a n d - i n s p i r e d  " P r o g r a m m e  1973" for an NEB, e xt e n d e d  s t a t e  o w n e r s h i p  and 
c o m p u l s o r y  C o m p a n y  P l a n n i n g  A g r e e m e n t s  w as  not c a r r i e d  v e r y far  in
g o v e r n m e n t  f r o m  1974 to 1979. F r o m  the latter year, however, th er e has b e e n
v i g o r o u s  d e b a t e  on an " A l t e r n a t i v e  E c o n o m i c  S t r a t e g y " in w h ic h  p l a n n i n g
a g r e e m e n t s  wo ul d  p l a y  a role - a v e r y  i m p or t an t one in some, but not all
versions. A a r o n o v  itch (1981), t h ou g h  he d i f f e r s  f rom  H o l l a n d  in s e ei n g  the
AES as onl y a step t o w a r d s  a f u l l y  s o c i a l i s t  t r a n s f o r m a t i o n  of s oc ie ty , 
p r o v i d e s  a useful s u m m a r y  of the "soft" left v e r s i o n  in wh ic h c o m p u l s o r y  
CPAs are e ss e n t i a l  and central. W h i l e  on the "hard" left G l y n n & H a r r i s o n
(1980) d i s m i s s  the AE S as a d i v e r s i o n  f r o m  the road to t h o r o u g h g o i n g
social is m,  on the c e n t r e / r i g h t  C P A s  ar e seen  as useful but not c r u c ia l
( H a t t e r s l e y , 1985, and Presc ott , 1985).
The c o n c e p t  has b ee n  d e v e l o p e d  f u r t h e r  into what are in e ff ec t  local
p l a n n i n g  a g r e e m e n t s  b e t w e e n  Local a u t h o r i t i e s  and b u s i n e s s e s  o p e r a t i n g  in 
their a r ea  by the G r e a t e r  L o n d o n  C ou nci l (1984) and S h e f f i e l d  C it y  C ou nc il . 
M u r r a y  (1985) is a s t r o n g  a d v o c a t e  of t his d e v el op m en t . Cons  i der at  i on of 
his work and c r i t i c i s m  of it, as b e i n g  p u r e  m i c r o  p o l i c y  w i t h o u t  n e c e s s a r y
m a c r o  back-up, by A a r o n o v  itch (1986) and Glynn (1985b) is a u se fu l
m i c r o c o s m  of the w h o l e  debate.
Ot he r p o l it i ca l p a r t i e s  have c o n t r i b u t e d  no p o s i t i v e  ideas on p l a n n i n g  
a g r e e m e n t s  as such. C o n s e r v a t i v e  m a c r o - e c o n o m i c  p o l i c y  s i n c e  1979 has 
been b ased on a " M e d i um  T er m F i n a n c i a l  S t r a t e g y "  (HM T re as ur y,  1980, 1986)
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w h i c h  is a kind of i n d i c a t i v e  p l a n n i n g  with control of i nf la ti on  r a t h er
than long-t er m g r o w t h  the o b j e c t i v e  but w ith no a s s o c i a t e d  ind us tr ia l
policy. N e it h e r  the SDP (1984 a&b) or the Liberal P a r t y  (Cowie, 1984,
Cummins, 1986) p r o d u c e d  m uc h new t h i n k i n g  on e c o n o m i c  p o l i c y  but c o n t i n u e d
to e m p h a s i s e  the i m p o r t a n c e  of pr o fi t s h a r i n g  and industrial democr ac y.
2. The D e h a t e
T h e o r i e s  of i n d i c a t i v e  p l a n n i n g  are s u r v e y e d  in the fi rs t two c h a p t e r s  of 
E s tr i n  and H o l m e s  (1983). T h e s e  i n c l ud e  the ge neral e q u i l i b r i u m  a p p r o a c h
of Me ad e  (1970), e l e m e n t s  of w h ic h  h av e be en  r e fl e c t e d  in Fr e nc h pl an ni ng , 
and the deman d e x p e c t a t i o n  a p p r o a c h  of H a r r o d  (1973) and B e c k e r m a n  (1965) 
wh ic h were near er  to any t h eo r e t i c a l  b a s i s  of the B r i t i s h  p l an s in the
sixties. More to our pu rpose, however, is an a l t e r n a t i v e  t heo ry  a d v a n c e d  
by Es t ri n  and H o l m e s  that i nd i c a t i v e  p l a n n i n g  ma y lead to e c o n o m i e s  of
s c a l e  in the p r o v i s i o n  of e c o n o m i c  i n f o r m a t i o n  for s t r a t e g i c  p l a n n i n g  by
comp an ie s.  Their v i e ws  ab ou t  the ro le  of the s t a t e  as o p p o s ed  to 
p r i v a t e  s ec to r s p e c i a l i s t s  in the p r o v i s i o n  of such i n f o r m a t i o n  and a b o ut
c o m p a n y  p l a n n i n g  g e n e r a l l y  b e i n g  too l im ited for f i r m  C o m p a n y  P l a n n i n g
A g r e e m e n t s  (CPAs) to be m a d e  are c o n t r o v e r s i a l  and will be r e j ec te d  in the
light of e v i d e n c e  f r o m  a s u r v e y  of b u s i n e s s  of f or ec a st s .
H o l l a n d  m a k e s  a c as e  for C P A s  as a n e c e s s a r y  i ng r ed i en t of i n d i ca t iv e  p l a n s  
s i n c e  the latter are o b s t r u c t e d  and f r u s t r a t e d  by the m e s o - e c o n o m y ,
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e s p e c i a l l y  m u l t i - n a t i o n a l  b us i n e s s e s .  It is clear, h owever, that w h i l e  to 
H o l l a n d  i nd i c a t i v e  p l a n n i n g  r e q u i r e s  CPAs, C P A s can be j u s t i f i e d  w i t h o u t  
t he re  b e i ng  any formal i n d i c a t i v e  plan, s i m p l y  by r e f e r e n c e  to the a l l e g e d  
a nt i - s o c i a l  b e h a v i o u r  of g i an t  f i r m s  if t hr o ug h them s o c i e t y ’s p r i o r i t i e s
can be en forced. G a l b r a i t h ’s w r i t i n g s  (1976, 1974, 1984) have f o s t e r e d  a
c l i m a t e  of o p i n i o n  in w h i ch  the m a n a g e m e n t  of big b u s i n e s s  is held to h av e
a c q u i r e d  vast and u n a c c o u n t a b 1e p o w er  w h i ch  ma y  be and f r e q u e n t l y  is 
e x e r c i s e d  in d i r e c t i o n s  c o n t r a r y  to social n e ed s  and even  e c o n o m i c
e ff i ci en cy . O t h e r bodies, eg the Wo rl d C ou ncil of C h u r c h e s  (Arruda, 1982, 
Cateo, 1982; see als o W al lace, 1983) h ave  f o s t e r e d  h o s t i l i t y  to
m u l t i - n a t i o n a l  co mp an i es .  Suc h a n a l y s i s  m a y  lack de pt h and rigor but its 
i nf l u e n c e  on p o l i c y  ca nn ot  be ignored. A m o r e  s o p h i s t i c a t e d  c r i t i q u e  of 
m o d e r n  e c o n o m i c  s o c i e t y  is that of H i r s c h  (1977); the i nf e r e n c e  of his
a r g u m e n t  that c o m p e t i t i o n  for s c a r c e  " po si ti on al  goods" s e ts  "social l im it s 
to growth" is v a r i o u s  f o r ms  of s t a t e  r e g u l a t i o n  and p l a n n i n g  of e c o n o m i c
a f f a i r s  in w h i c h C PA s c ould well f e a t u r e  strongly. E n v i r o n m e n t a l i s t  and 
c o n s e r v a t i o n i s t  f e a r s  of i r r e p a r a b l e  e c o l o g i c a l  d a m a g e  f r o m  u n f e t t e r e d  f r ee  
m a r k e t  i n d u s t r i a l i s m  co ul d  be met by use  of t a x a t i o n  to r e f l e c t  
m a rg i n a l  s o c i a l  c o s ts  in prices, but m o r e  f r e q u e n t l y  c o n t r o l s  and p l a n n i n g
are a d v o c a t e d  (Daly, 1984, Harman, 1984). However, g i v e n  the "small is
b e a u t i f u l "  e t h o s  of such s c h o o l s  of t h ou g h t  (Robertson, 1983), C P As  m i g h t  
s ee m to be u n d e s i r a b l y  p r o p p i n g  up large s c a le  o r g a n i s a t i o n .
H o l l a n d  a d v a n c e s  e v i d e n c e  of the g r o w t h  of c o nc e n  t rat ion of m a n u f a c t u r i n g  
industry, c i t i n g  P r a i s  (1976), not H a n n a h  (1976) w h o s e  i n f e r e n c e s  f ro m the
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s a me  C e n s u s  of P r o d u c t i o n  d a t a  a re  similar. He then d a n g e r o u s l y
e x t r a p o l a t e s  the lo ng-run trend to 1970 b ey on d 1970; we shall p r e s e n t  
e v i d e n c e  s h o w i n g  a c h a n g e  in tre nd  s i n c e  then and a l so  of other s e c t o r s  
of the economy, largely ignored by Hol la nd . His v i ew  of the  d e v e l o p m e n t  
of the m u l t i n a t i o n a l  e n t e r p r i s e  is c o n t r a s t e d  with the s t a n d a r d  a c c o u n t  of 
D u n n i n g  (1979). M or e  recen tl y,  H o l l a n d  (1987 a & b) has p u b l i s h e d  the
first two v o l u m e s  of a t r i l o g y  s e t t i n g  out a radical t h e o r e t i c a l  f r a m e w o r k  
of e c o n o m i c  t he or y w it h e m p h a s i s  on how the e m e r g e n c e  of big, MNC b u s i n e s s
n é c e s s i t e s  rest rue tur i ng of t r a d i t i o n a l  m i c r o  and m a c r o  e c o n o m i c  t h e or y  to 
take a cc o un t of e c o n o m i c s  of s c a l e  and the i r r e l e v a n c e  of (often 
i n ca l cu la bl e)  long run m a r g i n a l  c o s t s  to actual p r i c i n g  d e c i s i o n s  in 
p r i v a t e  e nt e rp ri se .
H o l l a n d  and most a d v o c a t e s  of the A l t e r n a t i v e  E c o n o m i c  S t r a t e g y  on the Left 
w e r e  d i s a p p o i n t e d  that the 1 9 7 4 - 1 9 7 9  L a b o u r  G o v e r n m e n t  did not m a k e  C PA s
c o m p u ls o ry , s e e i n g  this o m i s s i o n  as a crucial w e akn es s.  H a re  (1985),
however, in his m o r e  rec en t study, w h i l e  s t r e s s i n g  the i m p o r t a n c e  of C PA s 
in his what he c a l l s  a " g r a d u a l i s t "  a l t e r n a t i v e  to the "o r t h o d o x " AES, 
b e l i e v e s  they s h o ul d  be v o lu n t a r y ,  al be it  with incentives, b e c a u s e  of the
p o l i t i c a l  i m p r a c t i b i 1 ity of c o m p u l s i o n .  Hi s case will be c o m p a r e d  with the 
p o l i t i c a l  r e a l i t i e s  a r g u m e n t s  a g a i n s t  C PAs  of W a l k l a n d  (in G a m b l e  and 
W al kla nd , 1984) .
The c a s e  a ga in st  C P As  is v a r i e d  - c o m i n g  f rom all p o s i t i o n s  in the
p o l i t i c a l  s p e c t r u m  and b as ed  on e co n om i c,  p o l it i ca l and s oc ia l a rg um e nt s .
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s e p a r a t e l y  and in c o m b i n a ti on .  T he c l a s s i c  liberal or f r e e - m a r k e t  c a se  
is one i l l u s t r a t i o n  of the g en er al  c a s e  a g a i n st  p la nn in g,  as in H a y e k ’s 
(1944) d e m o n s t r a t  ion of the " i m p o s s i b i l i t y "  of p la n ni ng , in a f re e  society, 
b e c a u s e  of the limited a mou nt  of "hard" m a r k e t  i n f o r m a t i o n  that can be 
kn ow n in a d y na m ic  economy. S uc h  i n f o r m a t i o n  - on a f e w prices, etc - is 
p e r f e c t l y  a d e q u a t e  for the i nd iv i du al  b u s i n e s s  but c o m p l e t e l y  i n a d e q u a t e  
for n at ional e c o n o m i c  planni ng . H a y e k ’s ideas w e r e  e c h o e d  in J e w k e s
(1940) and m o r e  d i r e c t l y  in L i t t l e c h i l d  (1986) who not only  a d v a n c e s  the 
m o n e t a r i s t  c h a r g e  that i n d i c a t i v e  p l a n n i n g  and a s s o c i a t e d  i n s t i tu t io na l
i n n o v a t i o n s  such as C PA s are at b est i r r e le v an t  and p r o b a b l y  inimical to 
a c c e l e r a t i o n  of e c o n o m i c  g r o w t h  (by i n c r e a s i n g  i n f la t io n and i n t r o d u c i n g
o th er  u n c e r t a i n t i e s )  but a ls o  d e p l o y s  "public choice" t h e o r y  in a n a l y s i s  of 
p l a n n i n g  policies. The latter, by q u e s t i o n i n g  the (implicit) a s s u m p t i o n  
that g o v e r n m e n t s  and b u r e a u c r a c i e s  h av e no v es te d inte re st  o t he r  than the 
p u b li c  good, is p o t e n t i a l l y  v e ry  p o w e r f u l  and will be taken a c c o u n t  of.
P o l i ti c al  r e a l i t i e s  are a ls o  d i s c u s s e d  by L i n d b l o m  (1975), d o u b t i n g  w h e t h e r  
d e t a i l e d  or o b t r u s i v e  p l a n n i n g  can be e f f e c t i v e  in a " p r e f e r e n c e  g u i d e d  
socie ty ".  The  s ame a ut ho r  (1977) a l s o  d i s c u s s e s  the p o l i t i c a l  i n f l u e n c e  of 
b u s i n e s s  i n te res ts  on the d i r e c t i o n  of e c o n o m i c  and industr ia l policy. 
W a l k l a n d  (in G a m b l e  and Wa lk la nd , 1984) p r e s e n t s  a di r ec t  and m o re  d e t a i l e d  
p ol i t i c a l  a n a l y s i s  of H o l l a n d ’s ideas, th ei r genesis, p e r m e a t i o n  of L a b o u r  
P a r t y  p o l i c y  and d i l u t i o n  w ith  L a b o u r  in office. His c r i t i c i s m  is sh ar p 
and open to s ome c o u n t e r  claims.
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T u r n i n g  to m o r e  n a r r o w l y  e c o n o m i c  an al y si s,  E st ri n and H o l m e s  (1983), w h i l e  
s y m p a t h e t i c  to i n d i c at i ve  plan ni ng , are crit ic al of C PA s  b e c a u s e  of the 
i na d e q u a c y  or lack of f i r m n e s s  in c o m p a n y  p l a n n i n g  ge ne ra ll y . F u r t h e r  to
the left. H a re  (1985) b e l i e v e s  H o l l a n d  e x a g g e r a t e s  the i nf l u e n c e  of
m u l t i n a t i o n a l  c o m p a n i e s  and a l so  d o u b t s  w h e t h e r  the b a l a n c e  of social c o s t s
and b e n e f i t s  of their o p e r a t i o n s  is so n e g a t i v e  as H o l l a n d  s uggests. In
c o n s e q u e n c e  he sees less i mp o r t a n c e  in C P A s  and t hi nk s they s ho ul d not be
c o mp uls or y.  F i ne  (1982) has no d o u b t s  about the ba leful i n f l ue nc e  of
m u l t i n a t i o n a l s  but does not b e l i e v e  they can be a d e q u a t e l y  c o n t r o l l e d  by
C PAs w h e t h e r  v o l u n t a r y  or c o m p u ls or y ; a c c o r d i n g l y  n a t i o n a l i s a t i o n  is
e ss e nt i al  for s o c i a l i s t  p lanning. F i n e  does, however, see CPAs as b e t t e r
than n o t h i n g  as an i nt e r m e d i a t e  ste p in a s o ci a l i s t  d i r e c t i o n  - in c o n t r a s t  
to what he r i gh t l y  c o n s i d e r s  to be the u n r e a l i s t i c  h a ste  of G l y nn  and 
H a r r i s o n  (1980).
V a r i o u s  p r o t a g o n i s t s  see C PAs  as useful or n e c e s s a r y  to ol s with w h i c h  to
co ntrol the e c o n o m y  as it is and to s h a p e  it in the d i r e c t i o n  of an
a l l e g e d l y  b et t e r  society. It is a l s o n e c e s s a r y  to c o n s i d e r  what c h a n g e s  in
the e c o n o m y  and s o c i e t y  are likely to tak e p l a c e a n yw a y  as a re s ul t  of
t e c h n o l o g i c a l  and social tr en ds  a l r e a d y  u n d e r w a y  - and w h e t h e r  CPAs will 
heve any r e l e v e n c e  in the c o m i n g  o r de r  of things. E n v i r o n m e n t a l i s t s  and
c o n s e r v a t i o n i s t s  w h i l e  e m b r a c i n g  new t e c h n o l o g y  - if " r es o u r c e  e f f i c i e n t "  - 
b e l i e v e  "small is b e a ut i fu l"  (Schumacher, 1973, Ro be rt so n , 1983). In so f ar
as their vi s io n  of the f u t u r e  is r e a l i s t i c  and de si ra bl e,  large s c a l e  
plann in g,  in c lu di n g CPAs, has no future.
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The last two w r i t e r s  do w id e n the issue and we argue that the CPA d e b a t e  
has been c o n d u c t e d  on too n a rr o w  and s h o r t - t e r m  e co n o m i c  and p o l i t i c a l  
bases. A m u c h  w i d er  and longer h i s t o r i c a l  f r a m e w o r k  for a n a l y s i s  m u s t  be
c o n s t r u c t e d  so that the m o t i v a t i o n s  of g o v e r n m e n t s , c o m p a n i e s  and t r a d e s  
u n i o n s  may be e x a m i n e d  in the light of their social, c u lt u r a l  and 
h is to r ic a l c o n d i t i o n i n g .
T h re e w r i t e r s  f ro m v ery d i f f e r e n t  s t a n d p o i n t s  cast m uc h light on t h e s e  
issues; Ols on  (1982), W i en er  (1981) and H i r s c h  (1977). O l s o n c o n c e n t r a t e s  
on i ns t itu ti on al f a c t o r s  and a t t e m p t s  to s ho w that d i f f e r e n c e s  b e t w e e n  
n at i o n s  in e c o n o m i c  g row th  are r e l a t e d  to d i f f e r e n c e s  in history. In
nations, or r e g i o n s  of 1a rge  nations, with a c e n t u r y  or m o r e of s e t t 1ed 
history, s e c ti o na l in terest g r o u p s  b e c o m e  p ow er fu l  p r o t e c t  i on i st p r e s s u r e  
g ro u p s  with the ef f ec t  of r e s t r a i n i n g  e c o n o m i c  growth. In n a ti o n s  w i t h o u t  
s et t le d history, in terest g r o u p s  are less likely to d e v e l o p  such power, 
with g r o w t h - e n hanci ng c o n s e q u e n c e s . W i e n e r  is m or e  c o n c e r n e d  with c u l t u r e  
and the ef f ec t on B r it i s h  i ndu st ry  of the s e ns e  of guilt and n o s t a l g i a  for 
a s t a b l e  pre-i n du st ri al  age the t w e n t i e t h  c e n t u r y  i n he ri te d f rom  the s e c o n d
half of the nin et ee nt h.  In effect, however, he p uts f o r w a rd  a p l a u s i b l e  
e x p l a n a t i o n  of how O l s o n ' s  p r o t e c t  i on i st p r e s s u r e  g r o u p s  ga i ne d power.
Hirsch, tho ug h w r i t i n g  b e f o r e  them, took the end p r o d u ct  of the 
d e v e l o p m e n t s  d e s c r i b e d  by the o t h e r  two and drew i n fe r e n c e s  for the p r e s e n t
and f u t u r e  in a m o r e  s p e c i f i c a l l y  e c o n o m i c  focus. As he saw it, 
d i s s a t i s f a c t i o n  w i th  the p e r f o r m a n c e  of the e c o n o m y  leads to a ge ne r al
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p r é o c c u p â t  i on with r e d i s t r i b u t i o n  and u l t i m a te ly ,  d e s p i t e  the p r e v a l e n t  
i nd iv id ua l is m , to w hat he c a l l s "a r e l u c t a n t  c ol l e c t i v i s m " .  He d re w
atte nt io n, however, to an i n c o n s i s t e n c y  b e t w e e n  the K e y n e s i a n  a s s u m p t i o n s
of an amoral m i c r o - e c o n o m y  and c en tr a l a u t h o r i t i e s  m a n a g i n g  a g g r e g a t e  
d em an d s e e k i n g  n o t h i n g  but the p u b l i c  good. In fact, K ey n es ia n , and
indeed all d i s c r e t i o n a r y  m a c r o - e c o n o m  i c policy, is d e p e n d e n t  on a f ast
w a s t i n g  sto ck  of " p r e - b o u r g e i o s e  m o r a l i t y " .  We shall d e m o n s t r a t e  the
links b e t w ee n  v i e ws  f ro m  the th re e s t a n d p o i n t s .  The  e n s u i n g  a r g u m e n t  is 
that a s y s t e m  of p l a n n i n g  w h ic h g o e s  b ey o n d  the m e r e l y  i n d i c a t i v e  to
i nc lude C o m p a n y  P l a n n i n g  A g r e e m e n t s  m a y  well f o u n d e r  on the ro ck s of 
p r o d u c e r  p r o t e c t i o n i s m  for lack of an i ndustrial or p o s t - i n d u s t r i a l  
m o r a l i t y  and culture.
3. The A s s e s s m e n t
Thus we c om e  to the a s s e s s m e n t  of C o m p a n y  P l a n n i n g  A g r e e m e n t s  w h i ch  
c o m p r i s e s  two parts, the c o n c e p t  itself and its p r a c t i c a b i l i t y .  As
r e g a r ds  the latter, r e f e r e n c e  is m a d e  to the l i t e r a t u r e  and p e rs o n a l  
f i n d i n g s  on the A g r e e m e n t s  s i g n e d  by the 1 9 7 4 - 79  L a b o u r  G o v e r n m e n t  w i th  the
Na ti o na l Coal Board and Chrysler, o t he r  s i mi l ar  r e l a t i o n s h i p s  b e t w e e n
g o v e r n m e n t  and n a t i o n a l i s e d  i n d u s t r i e s  and e x p e r i e n c e  e l s e w h e r e  in W e s t e r n
Europe. As r e g a r d s  the con ce pt , an a t t e m p t  is m a d e  to d e v e l o p  c r i t e r i a  of 
j u d g e m e n t  ba se d on R a w l s ’ (1972) T h e o r y  of J u s t i c e  t ak in g a c c o un t  of
c r i t i c i s m  of R aw l s a l l e g e d  o v e r - i n d i v i d u a l i  sm by, a m o n g  others, P r e s t o n  
(1979,1983). T his  p r o v i d e s  a " p r i o r i t y  for the p o o r " mor al  b a s i s  f r o m  w h i c h
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o b j e c t i v e s  for an e c o n o m i c  p l a n n i n g  s y s t e m  in g e ner al  and a C o m p a n y  
P l a n n i n g  s y s t e m  in p a r t i c u l a r  are d e r i v e d  and assessed.
T hi s s ur v ey  s ho w s that the l it e r a t u r e  on the m a c r o  e c o n o m i c s  of i n d i c a t i v e  
p l a n n i n g  is e xt en s iv e,  as is c r i t i c i s m  of "Big B u s i n e s s "  in the m a r k e t  
economy. T he r e is a gulf, l ar ge ly  u n c o n f u s e d  by e vi d en ce ,  b e t w e e n  t h os e
f re e m a r k et  a d v o c a t e s  who  m i s t r u s t  all g o v e r n m e n t  e c o n o m i c  p l a n n i n g  and 
th os e p l a n n e r s  who m i s t r u s t  all big b u si nes s.  T h er e  is, however, little 
hard a n a l y s i s  on how the c o m p e t i t i v e  model is w o r k i n g  in the e c o n o m y
overall. Th er e is a s u b s t a n t i a l  l i t e r a t u r e  on the social and c u l tu ra l
impact on e c o n o m i c  d e v e l o p m e n t  and the r e q u i r e m e n t  of a moral b a si s  for the 
m a rk e t  economy, but r e l a t i v e l y  littl e on how t hes e i n si g h t s  ma y be u se d  to 
e n h a n c e  e c o n o m i c  welfare. P u b l ic  c h o i c e  a n a l y s i s  has laid b a r e  the
l i m i t a ti o ns  of g o v e r n m e n t  and the p o w er  of i n s t i t u t i o n s  b ot h formal and 
informal in the p o l i t i c a l  and e c o n o m i c  process; it has been d e p l o y e d  
c h i e f l y  by free m a r k e t  a d v o c a t e s  in the c a s e  a g a i n s t  pl an n in g.  The f i e l d  is
o pen for its use by tho se  less i d e o l o g i c a l l y  c o m m i t t e d  to the f ree m a r k e t  
and m or e  s y m p a t h e t i c  to g o v e r n m e n t  i n t e r v e n t i o n  and p l a n n i n g  but a w a r e  of
the e x i s t e n c e  of c ul tu ra l l i m i t a t i o n s  and of the need for p ol i t i c a l
r e a 1 i s m .
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I I I  <Q»MTEC: EDEMTS , GENESIS AND R  F? A  C “T  I  C E
C o m p a n y  P l a n n i n g  A g r e e m e n t s  are a f o r m  of g o ve r n m e n t  i n t e r v e n t i o n  in the 
e c o n o m y  d e i g ne d  to b r i d g e  a gap that it is s u pp o se d to e xi st  b e t w e e n  m a c r o  
e c o n o m i c  p l a n n i n g  by g o v e r n m e n t  and m i c r o  e co n o m i c  p l a n n i n g  by c om pa ni e s.  
It is not a x i o m a t i c  that such i n t e r v e n t i o n  is e i t h er  n e c e s s a r y  or 
de si ra bl e.  W h il e  CPAs can exist as a part of a wid e v a r i e t y  of e c o n o m i c
p l a n n i n g  s y s t e m s  and can s e r v e  a w i d e  v a r i e ty  of e c o n o m i c  p o l i c y  
o b j ec t iv es ,  they are a lw a y s  a part of a system, never "stand alone", and
e s s e n t i a l l y  a tool of policy, not the p o l i c y  itself. In p a r t i c ul ar ,  the y 
a l w a y s  p r e s u p p o s e  a m ix e d e c o n o m y  but b a s i c a l l y  free m a r k e t  s y s t e m  in w h ic h 
th er e is s om e f orm of g o v e r n m e n t  i n t e r v e n t i o n  through p la nn in g.
T hus s t u d y  of C PAs is i n e v i ta bl y  set in the c on te xt  of the d e b a t e  b e t w e e n  
those who a d v o c a t e  m or e  p l a n n i n g  and t h o s e  w h o a d v o c a t e  less i n t e r v e n t i o n  
and g r e a t e r  r e l i a n c e  on c om p e t i t i o n .  On the one s ide  it is a rgu ed  that 
m a c r o  e c on omi c,  "indi ca ti ve ",  p l a n n i n g  has f ai le d b e c a u s e  of the lack of 
m o r e  e x t e n s i v e  i nt e r v e n t i o n  for w h i c h C P A s  are ideal, on the other, that in 
a free s o c i e t y  g o v e r n m e n t  i n vo l v e m e n t  in e c o n o m i c  p l a n n i n g  is at b e st  an 
i r r e l e v a n c e  and at worst at i m p e d im e nt  to the e f f i c i e n t  w o r k i n g  of the 
m a r k e t  ec onomy. T his  c h a p t e r  e x a m i n e s  the h i st or ic al  a n t e c e d e n t s  and the 
c on t e x t  in whi ch  the CPA c o n c e p t  was b orn in the s ev en t ie s,  b r i e f l y
c o n s i d e r s  i nt er na t io na l  e x p e r i e n c e  of C PAs  in p r a c t i c e  and t ra c e s
d e v e l o p m e n t  of the c on c e p t  in the UK in the eighties.
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1 PlannIng before the Sixties
It was d u r i ng  the First Wo rl d War that g o v e r n m e n t  i n t e r v e n t i o n  in, and 
p l a n n i n g  of i ndu st ry  fi rs t b e c a m e  s i gn i fi ca n t.  It was o c c a s i o n e d  in 
p a r t i c u l a r  by p r o b l e m s  in the s u p p l y  of m u n i t i o n s  and inv ol ve d g o v e r n m e n t  
imposed standards, g o v e r n m e n t  e n c o u r a g m e n  t of t ec hn o  1og i c a 1 d e v e l o p m e n t s  
and r a t i o n a l i s a t i o n  and g o v e r n m e n t  p r o m o t i o n  of m erg er s.  B e c a u s e  of the 
War, new in d us tr i es  had to be i n st i t u t e d  to m a ke  p r o d u c t s  p r e v i o u s l y  
imported, such as d y e s t u f f s  and ma gn e to s,  and on the d em a n d  side g o v e r n m e n t  
i n fo r ma ti on  on m u n i t i o n s  r e q u i r e m e n t s  re nd e re d normal c om m e r c i a l 
i n t e l l i g e n c e  su pe rf l uo u s.  S uch i n t e r v e n t i o n  was s u c c e ss f ul  in a c h i e v i n g  the 
o b j e c t i v e  of s u b s t a n t i a l l y  i n c re a se d p r o d u c t i o n  of m un i t i o n s .  F u r t h e r m o r e  
it was to have g re a t e r  l o ng - t e r m  s i g n i f i c a n c e  in e f f e c t i n g  c h an g e  in the 
s t r u c t u r e  and the c l i m a t e  of o p i n i o n  in I n du st ry  than did g o v e r n m e n t  
g r o u p i n g  and control of the r a i l w a y  c o m p a n i e s  (to f a c i l i t a t e  m o v e m e n t s  of 
t ro op s as well as m a te r ia ls ) .
Th e p o w er s  that the G o v e r n m e n t  took in w a r t i m e  w er e d i s m a n t l e d  soon er  af te r 
the War than m o r e  e x t e n s i v e  p o w e r s  w e r e  to be after the S e c o n d  W orld War. 
N e v e r t h e l e s s  e x p e r i e n c e  of t he m s e e m s  to have been a c o n t r i b u t a r y  f ac t o r  in 
the d e v e l o p m e n t  of r a t i o n a l i s a t i o n  as, in the c o n v e n t i o n a l  wisdom, the 
a p p r o p r i a t e  r e s p o n s e  to loss of i n te r n a t i o n a l  c o m p e t i t i v e n e s s  by B r i t i s h  
industry. H ann ah  (1976) c i t e s  v a r i o u s  i n d u s t r i a l i s t s  a d v o c a t i n g  the m e r i t s  
of c o - o p e r a t i o n  and the e c o n o m i e s  of large s c a l e  p r o d u c t i o n  in c o nt r a s t  to 
the i n e f f i c ie n cy  and "waste" of c o m p e t i t i o n .  " S ci e n t i f i c  m a n a g e m e n t " was
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seen as an a l t e r n a t i v e  i d eo lo g y to s o c i a l i s m  to r e p l a c e  o l d - f a s h i o n e d  f re e 
m a r k e t  c o mp e ti ti on .  H a n n a h  o b s e r v e s  (page 38) that " E co n o m i c  s y s t e m s  are 
o r g a n i s e d  ... not o n l y in r e s p o n s e  to an o b j e c t i v e  a s s e s s m e n t  of the 
r e l a t i v e  co st s of a l t e r n a t i v e  m e t h o d s  of s a t i s f y i n g  g iv en  wants, but a ls o 
on ideal g r o u n d s  - that is, a c c o r d i n g  to w h e t h e r  a p a r t i c u l a r  e c o n o m i c  
s y s t e m  will p r o d u c e  as well as s a t i s f y  w a n t s  whi ch  are c o n s i d e r e d  s o c i a l l y  
d e s i r a b l e  in t he ms elv es. T h e s e  f a c t o r s  are p o t e n t i a l l y  as i mp o rt a nt  as 
techn ic al  f a c t o r s  in d e t e r m i n i n g  the d i r e c t i o n  of i n n o v a t i o n  in e c o n o m i c  
o r g a n i s a t  ion. "
A l t h o u g h  the re  w er e  those, e s p e c i a l l y  s p o k e s m e n  of small b u s i n e ss e s,  who  
c o n t i n u e d  to e s p o u s e  c o m p e t i t i o n  and w e r e  s u s p i c i o u s  of r a t i o n a l i s a t i o n ,  
H a r o ld  M a c m i l l a n  e x p r e s s e d  the p r e v a l e n t  p o s t - w a r  m ood  w hen  he told a 
m a n a g e m e n t  r e s e a r c h  group: "The re  is a b u n d a n t  e v i d e n c e  to p r o v e  that s om e
f o r m of c o n s c i o u s  social d i r e c t i o n  will ha ve  to s u p p l e m e n t  the old s y s t e m  
u n d er  w h i ch  the d i r e c t i o n  of our e c o n o m y  was e n t r u s t e d  to the m e t h o d  of 
trial and error in r e s p o n s e  to the p r i c e  i n d i c a t o r . " (quoted by H a n n a h  
(1976, p a ge  34). P r e v a l e n t  m o o d s  or the ideas of H a n n a h ’s "ideal g r ou n d s "  
a c r o s s  all ran ks  of e c o n o m i c  a g e n t s  or the social c o n s e n s u s  (if any exists) 
have, as we shall a r g ue  in C h a p t e r  VI, an i mp o rt an t  b e a r i n g  on the 
v i a b i l i t y  of any s y s t e m  of n a ti on al e c o n o m i c  planning.
M e r g e r s  w er e  the chief m a n i f e s t a t i o n  of r a t i o n a l i s a t i o n  in the t w e n t i e s  and 
as a r es u lt  c o n c e n t r a t i o n  of i n d u s t r y  increased. By 1935 the largest 100 
c o m p a n i e s  a c c o u n t e d  for 24 % of the net ou t pu t of ma nu f ac tur i ng industry,
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c o m p a r e d  w it h o nly  15% in 1909 (Prais, 1976). G o v e r n m e n t s  took a 
n o n - i n t e r v e n t i o n i s t  stance. In the next decade, however, af te r  the Gr ea t 
D ep r e s s i o n ,  s t a te  i n t e r v e n t i o n  i n c re as e d in two respe ct s.  First, tariff 
p r o t e c t i o n  and oth er  l e g i s l a t i v e  aid was given to h a r d - p r e s s e d  i n d u s t r i e s  
and in r et ur n they w e re  o b l i g e d  to a c c ep t  i nt e r v e n t i o n  in their internal 
affairs. For example, in steel the w o rk  of the Impo rt  D u t i e s  A d v i s o r y  
C o m m i t t e e  led to G o v e r n m e n t  i n f l u e n c e  in in ves t me n t p r o g r a m m e s  and p r i c i n g  
p o l i c y  c o o r d i n a t e d  by the B r i t i s h  Iron and Steel F e d e r a t i o n ,  w h i l e  the 
C o t to n  R e - o r g a n i s a t i o n  Act of 1936 b r o u g h t  about a r e d u c t i o n  in c o m p e t i t i o n  
and c a p a c i t y  in textiles. Second, in f ac e of d i s p a r a t e  and s e e m i n g l y  
i n t r a c t a b l e  levels of u n e m p l o y m e n t  in c e rta in  r e g i o n s  of the cou nt ry , 
s pe cial re gional m e a s u r e s  w e r e i n t r o d u c e d  u nder the h e a d i n g  of " e c on o mi c 
p la nn i ng " .
The m o r e  e x t e n s i v e  i n t e r v e n t i o n i s m  f r o m  1939 to 1945 in cluded f u l l - s c a l e  
n at io na l e c o n o m i c  p l a n n i n g  for the fi rs t  time, w ith d e v e l o p m e n t  of na ti o na l  
inc om e a c c o u n t i n g  and the u se  of K e y n e s i a n  analysis. Not o nly  w e r e  labour 
and p hy s ic a l  r e s o u c e s  d i r e c t e d  t o w a r d s  m u n i t i o n s  but a ls o  s o p h i s t i c a t e d  
s y s t e m s  of r a t i o n i n g  food, o t h er  c o n s u m e r  goods and b u i l d i n g  m a t e r i a l s  
w er e i n tr o d u c e d  and e m p l o y m e n t ,  p r i c e  and w age levels w e r e  ma naged.
P l a n n i n g  b e c a m e  a c c e p t a b l e  in wa rt i me .  S a c r i f i c e  of the indi vi du al  i n te re st 
for the c o r p o r a t e  interest, i.e. w i n n i n g  the war, was a c c e p t e d  by a lm os t 
e ve ry on e,  r e g a r d l e s s  of p o l i t i c a l  vi e wp oi n t.  T his did not mean, of course, 
that indivi du al  s e l f - i n t e r e s t  was c o m p l e t e l y  s u b m e r g e d  and a l w a y s
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v o l u n t a r i l y  s u rr e n d e r e d ,  but that it was g e n e r a l l y  a c ce p te d there had to be 
m e a ns  of i n d uc i ng  or c o m p e l l i n g  i n d i v i d u a l s  or p r i v a t e  c o r p o r a t e  b o d i e s  to 
c o n f o r m  to the r e q u i r e m e n t s  of the s u p p o s e d  public, s t a t e interest. 
S o c i a l i s m  b e c a m e  a c c e p t a b l e  for the d ur a ti on , or at least s om e s o c i a l i s t  
m e t h o d s  of e c o n o m i c  p l a n n i n g  w ere  g e n e r a l l y  r e ga r d e d  as n ec es sa ry . 
P e a c e t i m e  wou ld  be v ery differe nt ; e c o n o m i c  liberals and s o c i a l i s t s  wo ul d 
again d i ff e r  a bo u t the m e r i t s  of i n t e r v e n t i o n  and e c o n o m i c  planni ng . But 
the pr ac ti c al  e x p e r i e n c e  o b t a i n e d  t h r o u g h  the war e c o n o m y  was to h ave
l on g e r - t e r m  influence. Not o n ly  did indu st ry  gain e x p e r i e n c e  of 
i n t e r ve n ti on  and p l a n n i n g  in c o o p e r a t i o n  with g o v e r n m e n t , but a ls o 
g o v e r n m e n t  learned lessons - at the p o l i t i c a l  level in C a bi n e t  and in
C ab i n e t  C o m m i t t e e s  and at the a d m i n i s t r a t i v e  level as D e p a r t m e n t s  b e c a m e  
"spons or s"  of industries. F u r t h e r m o r e ,  the " B e v er i dg e R ep o rt s " (Beveridge, 
1942,1944) not on ly  led to the e s t a b l i s h m e n t  of a m o r e  c o m p r e h e n s  i ve 
national i n s ur a nc e s ys t em  but a l so  g o v e r n m e n t  a c c e p t a n c e  of r e s p o n s i b i l i t y
for p r o m o t i n g  and p r e s e r v i n g  "full e m p l o y m e n t "  which in p r a c t i c e  B e v e r i d g e  
th ou gh t m e a n e d  a i m i n g  for an a v e r a g e  u n e m p l o y m e n t  rate of 5%.
The L a b ou r  G o v e r n m e n t  f ro m 1945 to 1951 r e mo ve d  most w a r t i m e  ration in g,  but
o nl y g r ad ua ll y.  For example, m a n y  steel p r o d u c t s  w ere  still s ub j e c t  to
M i n i s t r y  of S u p p l y  a l l o c a t i o n  until well into the fifties. F ur t h e r m o r e ,
n a t i o n a l i z a t i o n  incre as ed  g o v e r n m e n t  p o w e r s  of i n t er v e n t  ion. N e v e r t h e l e s s ,
e co n o m i c  p l a n n i n g  und er  La bo ur  b e c a m e  i n c r e a s i n g l y  m a c r o  and " ind ic at iv e" . 
R a t i o n i n g  and b u i l d i n g  c o n t r o l s  w e r e  w h i t t l e d  away; Mr H a ro l d  Wilson, as
P r e s i d e n t  of the Board of T r a d e  did h av e  a "bonfire" of controls. P o t e n t i a l
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for i n t e r v e n t i o n  t h ro ug h  the n ew ly  n a t i o n a l i s e d  i nd u s t r i e s  was not 
d e v e l o p e d  in any s y s t e m a t i c  way. Indeed in p r i n c i p l e  th er e wa s to be an
"arms length" r e l a t i o n s h i p  b e t w e e n  g o v e r n m e n t  and each industry. Social 
aims  w er e to be ach (g. ved t hr o u g h  the m e m b e r s  of the n a t i o n a l i s e d  
c o r p o r a t i o n  b o a r d s  being, in Mr H e r b e r t  M o r r i s  o n ’s words, "high c u s t o d i a n s  
of the p ub li c  interest". The L a b ou r  G o v e r n m e n t  did in fac t i nt e r v e n e  or 
i n t er f er e with n a t i o n a l i s e d  industries, but in the i nt e r e s t s  of m a c r o
e c o n o m i c  policy, not industrial policy.
The d e e p e n i n g  i nt erest in m a c r o - e c o n o m i c s  r e fl e c t e d  the a b s o r p t i o n  and 
d e v e l o p m e n t  of K e y n e s i a n  ideas by s o c i a l i s t  thinkers. Evan Du r bi n  (1949) 
a d vo c a t e d  a Ce ntral E c o n o m i c  A u t h o r i t y  to g i v e  g u i d a n c e  on output, p r i c e s  
and in ve st m en t that wou ld  be f l e x i b l e  in r e s p o n s e  to c h a n g i n g  tastes. Such 
g u i d a n c e  would e n a b l e  the national as well as s h a r e h o l d e r  interest to
i nf l ue n ce  b u s i n e s s  behavi ou r.  B a r b a r a  W o o t o n  (1945) tho ug ht  the f r e e d o m  of
actio n of the individual f irm  s ho u ld  be pr e se rv e d,  with s ome  l imitation, 
but that a central plan for i nc omes w o u l d  be necessary. A rt h u r  L e wi s  (1949) 
argu ed  for (macro) e c o n o m i c  p l a n n i n g  on r e l a t i v e  e f f i c i e n c y  not i de ol o gi c al  
grounds; p l a n n i n g  t e c h n i q u e s  s hou ld  be j u d g e d  by results.
F r om  1945 to 1947 the re  w e re  a c u te  f ood and fuel s up p l y  p r o b l e m s  for the
G ov er n me nt .  At the s ame time, b a l a n c e  of p a y m e n t s  c r i s e s  w ere  e i t h e r  
p r e s e nt  or thre at en ed . T hu s r a t i o n i n g  wa s c o n s i d e r e d  e ss en ti al , even for 
s o me  p r o d u c t s  not r a t io ne d  d u r i n g  the war; a l l o c a t i o n  of ind us tr ia l 
m a t e r i a l s  was c o n t r o l l e d  in ord er  to g i v e p r i o r i t y  to p r o d u c t i o n  for
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export; and a t t e m p t s  w er e m a d e  to c o n t a i n  i nf la ti on  by p e r s u a d i n g  t r ad e 
u n i on s  to m o d e r a t e  w a g e  c l a i m s  in the nat io na l interest. W h i l e  the s p e c i f i c
food and fuel p r o b l e m s  eased, the mac r o - e c o n o m  i c p r o b l e m s  of inflat io n and 
the b a l a n c e  of p a y m e n t s  r e m a i n e d  and thus a s su m ed  p r i m e  i m po r t a n c e  for 
g o v e r n m e n t  policy. An " Ec o no mi c Survey", a n n u a l l y  f r o m 1947 to 1951, was
the p ri n ci pa l v e h i c l e  for e x p r e s s i o n  of the G o v e r n m e n t ’s m a c r o - e c o n o m i c
p la n s or a s p ir a ti o ns . It is i n t e r e s t i n g  to note, however, that, f o l l o w i n g  
the 1949 d e v a l u a t i o n  and the o u t b r e a k  of the K or e an  W a r , the last t hr e e of 
t hese what m i g ht  be c al le d  i n d i c a t i v e  p l a n s  in e m b r y o  ten de d to h ave less 
p u r p os e fu l p l a n n i n g  c o n t e nt  and to b e c o m e  m o r e  of a c o m m e n t a r y  on the past 
y ear with m e r e l y  s o me  o u t l i n e  f o r e c a s t s  for the c o m i n g  year, e m p h a s i n g  the
role of fiscal p o l i c y  in d em an d m a n a g e me nt .
Mars ha ll  Aid f ro m  the USA for the e c o n o m i c  r ec on s t rue t ion of W e s t e r n  E u r o p e  
and the f o r m a t i o n  of the O r g a n i s a t i o n  for E u r o p e a n  E c o n o m i c  C o o p e r a t i o n  
(OEEC) p r o m p t e d  the e s t a b l i s h m e n t ,  in 1947, of a Ce nt ra l I P1ann i ng St af f to
p r o d u c e  a "Long T er m P r o g r a m m e "  w h i c h  was p u b l i s h e d  as a W h i t e Paper (Cmnd
7572) in 1948. It was a s t a t e m e n t  of e c o n o m i c  s t r a t e g y  not a "rigid set 
of i n s t r u c t i o n s  for several y ea r s ahead". T hus b e ga n  a long t r a d i t i o n  of 
m e d i u m - t e r m  e c o n o m i c  f o r e c a s t i n g  in g o v e r nm e nt , s u b s e q u e n t l y  d e p l o y e d  in
p l a n n i n g  for the steel i n d us t ry  and in the experimental national i n d i c a t i v e  
p l a n n i n g  in the sixties. At the time it p r o v i d e d  a f r a m e w o r k  for
c o n t r o l l i n g  in ve st me nt  (eg t h ro u g h  b u i l d i n g  licences), the e x e r c i s e  of the 
residual p o w e rs  of labour d i r e c t i o n  and a b a s i s  for overall d e ma n d
m a n a g e m e n t  in the annual Budget.
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In effect, th ou gh  not in rh et or ic , the C o n s e r v a t i v e s  in o f f i c e  f ro m 1951 
s i m p l y  a c c e l e r a t e d  this r e t r e a t  f r o m  p l a n n i n g  and c o n t r o l s  r ath er  than 
c h a n g i n g  dir ec ti on . R a t i o n i n g  and m os t of the r e m a i n i n g  s u p p l y  c o n t r o l s  
w e r e  s p e e d i l y  a b o l i s h e d  and the m a c r o - e c o n o m i c  t o ol s  w ere  d e p l o y e d  
d i f fe r en tl y,  w ith  m u ch  g r e a t e r  us e  of m o n e t a r y  r e s t r a i n t s  a g a i n s t
inflation. But the C o n s e r v â t ! ve s  a c c e p t e d  that the G o v e r n m e n t  had a 
r e s p o n s i b i I i t y for m a i n t a i n i n g  the o v er all  b a l a n c e  of the e c o n o m y , i.e.
"full" e mp l oy me nt , p r i ce  st ab il it y , b a l a n c e  of p a y m e n t s  e q u i l i b r i u m  and 
e c o n o m i c  growth, to be e x e r c i s e d  t h r o u g h  u se  of K e y n e s i a n  t e c h n i q u e s  of
a g g r e g a t e  dema nd  m a n a g e m e n t .  RA B u t l e r  in his f a m o u s  a s s e r t i o n  that the 
s t a n d a r d  of living c ou ld  be d o u b l e d  in a g e n e r a t i o n  (literally, so I
u n d e r s t a n d  f rom  p r i v a t e  c o n v e r s a t i o n ,  a b a c k - o f - e n v e l o p e  c a lc u l a t i o n ) , 
w h i l e  e x p r e s s i n g  an inte re st  in growth, was i nd i c a t i n g  the fr u it s to be 
e ar ne d t hr ou gh  p r i v a t e  e nt e r p r i s e .  As the fifti es w o r e  o n , h o w e v e r ,
i nf lat io n and b a l a n c e  of p a y m e n t s  p r o b l e m s  p e r s i s t e d  and s u p p 1e m a n t a r y  
m e a s u r e s  w ere  tried. T h e s e  i ncl ud ed  C o h e n  "Council on P r o d u c t i v i t y , P r i c e s  
and Incomes" c o m p r i s i n g  " th re e w i s e  men" - a judge, an e c o n o m i s t  and an 
a c c o u n t a n t  - to m a k e  p u b l i c  p r o n o u n c e m e n t s  on e c o n o m i c  d e v e l o p m e n t s  and to 
p r o v i d e  i n d i ca t or s  for e c o n o m i c  a g e n t s  in the ir  p r i c i n g  and
w a g e - b a r g a i n i n g .
On the i ndustrial p o l i c y  front, t h e r e  w a s d u r i n g  the f o r t i e s  and f i f t i e s  
in e ff e ct  a b i - p a r t i s a n  a p p r o a c h  to c o m p e t i t i o n  policy. The M o n o p o l i e s
C o m m i s s i o n  was e s t a b l i s h e d  by L a b o u r  (in 1948), the R e s t r i c t i v e  P r a c t i c e s
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C ou r t by the C o n s e r v a t i v e s  (in 1956). It was a re versal of the P r e - W a r  
p o l i c i e s  of P r o t e c t i o n  and b e n i g n  d i s r e g a r d  of m o n o p o l y  and merg er s.  It was
b a s i c a l l y  a n o n - p l a n n i n g  stance, but was in c o n f o r m i t y  with the 
i n t e r n a ti o na l mood for the d e v e l o p m e n t  of a m u ch  m o r e  liberal e c o n o m i c  
order. Even in the n a t i o n a l i s e d  i n d u s t r i e s  the re  was little g o v e r n m e n t  
inter ve nt ion , e ith er  L ab o u r  or C o n s e r v a t i v e .  P o l i c y  wa s g u i d e d  by H e r b e r t  
M o r r i s o n ' s  c o nc e pt  of an a r m ’s len gt h r e l a t i o n s h i p  b e t w e e n  g o v e r n m e n t  and 
the n a t i o n a l i s e d  indu st ry  b o a r d s  wh o  w e r e  c h os e n  to be "high c u s t o d i a n s  of 
the p u b li c  interest, the Ar ms  L e n g t h  p r i n c i p l e  was not s t u c k to v ery well; 
in the in te re s ts  of m a c r o - e c o n o m i c  policy, in ve st me n t and p ri c es  w er e 
curbed. Ap ar t  from that, the ch ie f e x a m p l e  of g o v e r n m e n t  i n t e r f e r e n c e  w ith 
n a t i o n a l i s e d  i n d u s tr ie s  wa s in the c a s e  of coal w he n fuel s h o r t a g e s  
t h r e a t e n e d  to c r i p p l e  i n d us tr y  and c a l l e d  for special s t e ps  to in cr e as e 
ma np ow e r.  Steel, o u t s i d e  the n a t i o n a l i s e d  s ec t or  (the 1951 n a t i o n a l i s a t i o n  
had little real effect) was a l s o s u b j e c t  to controls for the s a me  r eas on
s h o r t a g e s  and the need to e n s u r e  a d e q u a t e  s u p p l i e s  for i nv es t me n t and 
e x p o r t i n g  industries. As we shall se e later, t e c h n i q u e s  of p l a n n i n g  and 
co ntrol in steel were  used in the p l a n n i n g  e x p e r i m e n t s  of the sixties.
Set a ga i ns t the p r e v i o u s  record, UK e c o n o m i c  p e r f o r m a n c e  up to I960, as
m e a s u r e d  by e c o n o m i c  growth, wa s  good. It was less so w h en  set ag ainst that 
of n e i g h b o u r i n g  nations. For the e a r l y  P o s t - W a r  ye ar s it co ul d be a r g ue d
that f as te r  grow th  in the o t h e r  e c o n o m i e s  r ef l e c t e d  r e c o v e r y  f rom m u ch  
g r e a t e r  w a r t i m e  d e v a s t a t i o n  than B r i t a i n  had u n d e r g o n e . But the f o r c e  of
t his a r g u m e n t  d i m i n i s h e d  as the f i f t i e s  w o r e  on.
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Growth of Gross Domestic Product
% per a n n u m  per head 1 9 5 0 - 5 5  1 9 55 -6 0
Un ited K i ng da m 2. 4 1.9
Be 1 g i urn
F r a n c e
Italy
Net her lands 
S w e de n
West G e r m a n y
3. 4
3. 9 
2. 5
2.0 
3. 7 
5.4
2.9
2.6
8. 6 5.1
Japan 9.0
USA 2.5 0.4
Source: UN S t a t i s t i c a l  Y e ar bo ok , 1965
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2 iTid i C3.t i\/e Planningt 1961-1970
The C o n s e r v a t i v e  Party, u n de r  the new le a de rs h ip  of H a r o l d  M ac m i l l a n ,  
s u r m o u n t e d  the a f t e r m a t h  of the S uez d e b a c l e  and won an i nc r ea se d  m a j o r i t y  
at the 1959 Gen er al  E le ct io n.  That y e a r ' s  e c o n o m i c  boom, however, led to 
o v e r h e a t i n g  in the f o l l o w i n g  year, n e c e s s i t a t i n g  r e s t r i c t i v e  m e as u r e s ,  
i n c l u d i n g  a pay f r e e z e  in 1961. Th e u n p o p u l a r i t y  of the G o v e r n m e n t ' s
e c o n o m i c  p o l i c y  b r o u g h t  on by this r e t u r n  to "stop-go" was i nc r ea se d  by the 
f a i l u r e  of n e g o t i a t i o n s  to join the E u r o p e a n  E c o n o m i c  C o m m u n i t y  in 1962. 
O u t s i d e  the i m m e d i a t e  p o li t i c a l  a r e n a  - in the F e d e r a t i o n  of B r i t i s h  
I n du s t r y  and in r es e a r c h  i n s t i t u t e s  suc h as P ol iti ca l and E c o n o m i c  P l a n n i n g  
(PEP), the N a ti o n a l  I n st i t u t e  for E c o n o m i c  and Social R e s e a r c h  (NIESR) and 
no doubt in the Civil S e r v i c e  - t h e r e  wa s  i n te n si fi e d d i s c u s s i o n  of w hat 
could be d o n e to i mp rove B r i t i s h  e c o n o m i c  p e r f o r m a n c e ,  e s p e c i a l l y  in
r e l a t i o n  to West G e r m a n y  and France. Th e s u c c e s s  of the G e r m a n  e c o n o m y  
was p o p u l a r l y  a s c r i b e d  to P r o f e s s o r  E r h a r d t ’s "social m a rk e t"  p h i l o s o p h y .  
S i n c e  this a p p a r e n t l y  m e a n t  g o v e r n m e n t  i n t e r v e n t i o n  in the e c o n o m y  was
limited to the m a c r o  level and s i n c e  the B r i t i s h  G o v e r n m e n t  had b ee n m o v i n g  
in this d i re ct i on ,  it s e e m ed  m o r e  a p p r o p r i a t e  to c o n s i d e r  a d o p t i o n  of the 
a l t e r n a t i v e  F r e n c h  s ty l e of e c o n o m i c  m a n a g e me nt .
Budd (1978) s u g g e s t s  the re  w e r e  a l so  s t r o n g  cultural r e a s o n s  for s e e k i n g  a
F re n c h  ra th er  than a G e r m a n  s o l u t i o n  to B r i t a i n ' s  e c o n o m i c  p r o bl e ms :  the
f r a n c o p h i l e  n a t u r e  of the i n t e 1 1 i g e n s i a  g e n e r a l l y  and top Civil S e r v a n t s  in
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p a r t i c u l a r  to w ho m  "culture" v i r t u a l l y  me ant  "French culture". In
e c o n o m i c s  too, the re  were c lo s e links b e t w e e n  PEP and the N I E S R  in L o n d o n  
and the O r g a n i s a t i o n  for E u r o p e a n  E c o n o m i c  C o o p e r a t i o n  and D e v e l o p m e n t  
(OEEC, later the O r g a n i s a t i o n  for E c o n o m i c  C o o p e r a t i o n  and D e v e l o pm e nt ) in 
Paris. In any event, t h er e w e r e  e x t e n s i v e  d i s c u s s i o n s  am on g Civil 
S ervants, I n d u s t r i a l i s t s  and E c o n o m i s t s  and with their F r e n c h  c o u n t e r p a r t s  
in 1960 and 1961. I m p r e s s i o n s  w e r e formed about F r e n ch  i nd i ca.t
plaLinning and how it mi gh t  be a d o p t e d  / a d a p t e d  for B r i t i s h  use. It will be 
argu ed  that m u ch  of the s u b s e q u e n t  f a i l u r e  of B r i t i s h  na tional e c o n o m i c  
p l a n n i n g  can be a s cr i b e d  to f a i l u r e s  to u n d e r s t a n d  the d i f f e r e n c e s  b e t w e e n  
the F re n c h  and B r i t i s h  social and e c o n o m i c  s y s t e m s  and the n a t u r e  of F r e n c h  
i n d i c a t i v e  pl anning.
What was F r e nc h  p l a n n i n g  and what had it a c h i e v e d ?  I n du st ri al  p o l i c y  and 
m a c r o - e c o n o m i c  p o l i c y  w er e two d i s t i n c t  p a r t s  that, e s p e c i a l l y  in the e a r l y  
years, w er e not a lw a y s  integrated. B r i t i s h  w o u l d - b e  e m u l a t o r s  f a s t e n e d  on 
the latter, but it was the f or m e r  that had most impact in the f o r t i e s  and 
e a r ly  fifties. At the end of the War, F r e n c h  i n du st ry  w as c o n d i t i o n e d  not 
o nly by the O c c u p a t i o n  and w a r - t i m e  d e v a s t a t i o n  but a l so  by the l o n g e r - t e r m  
legacy of p r e- w a r  depre ss io n.  In gen er al , i n d u s t r i a l i s t s  w e re  p e s s i m i s t i c  
about m a r k et  growth. Thus any i m p r o v e m e n t  in g r o w t h  and in b u s i n e s s
a t t i t u d e s  wou ld  be c o un te d  a success. Th e Fi rs t Plan, f rom  1945 to 1949, 
c o n c e n t r a t e d  on six key industries, i n c l u d i n g  coal, e l ec t r i c i t y ,  r a i l w a y s
and steel, the fi rs t th re e of w h i ch  w e r e  n a t i on al i se d . This was  the
"Monnet Plan" for r e c o n s t r u c t i o n ,  not a c t u a l l y  p u b l i s h e d  until 1947, and
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was bas ed  on J ean M o n n e t 's c o n c e p t  of " c o n c e r t a t i o n "  - a p r o c e s s  of
c o n s e n s u s  b u i l d i n g  in industrial c o m m i t t e e s  of i n d u s t r i a l i s t s  and civil 
servants. ( P o li t ic ia n s and T r ad e  U n i o n i s t s  had little role in the 
p l a n n i n g  e x e r c i s e  itself.) H er e it s h o u ld  be noted that top i n d u s t r i a l i s t s  
and civil s e r v a n t s  in F r a n c e  c o m m o n l y  h av e the s am e e d u c a t i o n a l  b a c k g r o u n d
and of te n e x c h a n g e  p o s i t i o n s  as part of their c a r e e r  d ev e lo p me nt .  The
objec t of the e x e r c i s e  was to b oost c o n f i d e n c e  and s u b s t a n t i a l l y  e xp a nd
i n ve st me nt in t hese six industries. The m e t h o d  was a c o m b i n a t i o n  of c a r r ot  
and stick.
The ca r ro t  was the p r o v i s i o n  of f i n a n c e  on f a v o u r a b l e  ter ms  f r o m n e w l y
n a t i o n a l i s e d  f in a nc i al  i n s t i t u t i o n s  - at a time whe n fi na nc i al  ca pi t al  was 
s c a r c e  and when s t a t e a u t h o r i s a t i o n  was r e qu i re d for a s h a r e  i s s u e . ’ An 
i l lu s tr at i on  of the stick, less f r e q u e n t l y  used, was di r ec t i n t e r v e n t i o n  to 
re f or m the steel cartel and its t ra de  a s s o c i a t i o n  when, a fter the fi rs t 
wave of p o s t - w a r  investment, the steel m a s t e r s  r e s u m ed  "the t r ad i t i o n a l  
M a l t h u s i a n  p e s s i m i s m  (ie fear of o v e r - p r o d u c t  i o n ) of F r e nc h  e n t r e p r e n e u r s "  
and w er e  r el u c t a n t  to r ai s e c a p a c i t y  well a b ov e p r e - w a r  levels. D e l o r s  
(1978, p a ge s  14,15). It is a p p a r e n t  that the first pla n did not start
with a m a c r o  f r a m e w o r k  but instead c o n c e n t r a t e d  on wha t s e em ed  o b v i o u s
s e c t o r s  in need of m o d e r n  isation and e x p a n s i o n  and crucial to the
d e v e l o p m e n t  of the e c o n o m y  as a whole. The ba si c i n s t i t u t i o n s  w e r e
"M od er n  i sat ion C o m m i s s i o n s "  for e ach indu st ry  u s i n g  unsophisticated 
" h i t - a n d - m i s s  tar ge ts " ( Ar ms tr on g et al 1984). O nl y with later p l a n s  ' did 
the f o r e c a s t i n g  b e c o m e  m o r e  sophisticated and in te gr a te d and the
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C o m m i s s a r i a t  Ge nera l du P lan  a s s u m e  a m o r e  impor ta nt  role. Even then,
d e s p i t e  g r e a t e r  e m p h a s i s  on c o n s i s t e n c y  in the second, third and f o u r t h  
plans, the c r i t e r i a  for i n t e r v e n t i o n  in an in du s tr y to as s is t  a p a r t i c u l a r  
s c h e m e  wo ul d be the i nt r in s ic  m e r i t s  of the s c h e m e  r a th e r  than its p l a c e  in 
the ov erall plan (Bonnaud, 1975). The  p l a n n i n g  s y s t e m  e vo lv ed  and the 
comp r eh en s i ve r a t i o n a l e  d e s c r i b e d  by P i e r r e  M a s s e  (1962,1965) and a b s o r b e d  
by B r i t i s h  o b s e r v e r s  was ex post, not ex ante.
Masse, the C o m m i s s i o n e r - G e n e r a 1 of the Plan, m a de  p l a in  that the F r e n c h  
Plan, w hi l e not im perative, was not p u r e l y  indic at iv e?  there W e r e  w ays  and 
m e a n s  of e n s u r i n g  d e s i r e d  o u tc ome s.  The  P l a n r e s u l t e d  f r om  a p r o c e s s  in 
w h ic h r e p r e s e n t a t i v e  e l e m e n t s  p a r t i c i p a t e d  and it was its c o h e r e n c e  that 
a c h i e v e d  that all i m po r ta nt  i n cr e a s e  in p r i v a t e  s e c t o r  c o nf i d e n c e .  
N e v e r t h el e ss ,  pu bl ic  i n ve s t m e n t  was the d r i v i n g  f o rc e  and e x t e n s i v e  u se  was 
m a d e  of s t i m u l a n t s  (carrots) such as c r e d i t  f ac il i ti es ,  tax e x e m p t i o n s  and 
s u b s i d i e s  in d e p r e s s e d  regions. He a r g u e d  that a nati on al  plan must h a v e  an 
" i r r e d u c i b l e  m i n i m u m "  c on tent: it m u s t be d i r e c t e d  t o w a r d s  re gional and
social p o l i c y  aims and c o m p r i s e  p l a n s  for e x p a n s i o n  of the e conomy, 
d i s t r i b u t i o n  of r e s o u r c e s  b e t w e e n  c o n s u m p t i o n  an^ investment, and the
s t r u c t u r e  of final c o n s u m p t i o n .  By the b e g i n n i n g  of the sixties, F r e n c h  
p l a n s  had b e c o m e  m o r e  m a c r o  and s y s t e m a t i c ,  but p e r h a p s  not so m u ch  so as 
B r it i s h  o b s e r v e r s  thought. And l it tl e a t t e n t i o n  was paid to the v ery 
d i f f e r e n t  social, p o l i t i c a l  and c u l t u r a l  b a c k g r o u n d s  of the two nations.
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L a t e r c o m m e n t a t o r s  such as S h o n f i e l d  (1965), D e lo rs  (1978) and H e s s e l m a n  
(1982) e m p h a s i s e  the c en t u r  i e s - l o n g  F r e n c h  t ra d i t i o n  of etatism. S h o n f i e l d  
t ra c e s  it c o n t i n u o u s l y  f r om  the s i x t e e n t h  c e n t u r y  as a bel ie f in the
n e c e s s i t y  of central d i r e c t i o n  by an elite. D e l o r s  a p p r o v i n g l y  c i t e s  
S h o n f i e l d  but o b s e r v e s  that the Pl an  s h ou l d  not be r e g a r d e d  as the
e x p r e s s i o n  of the e c o n o m i c  p o l i c y  of the S t a t e  s in c e it e x i s t e d  a l on gs id e,
p ar al l el  to the State! the G o v e r n m e n t  was not e x p l i c i t l y  c o m m i t t e d  to P l a ns
b e f o r e  the sixties. H e s s e l m a n  p r o d u c e s  F r e n c h  e t a t i s m  as o n e rea so n w hy  it 
has not pr o ve d p o s s i b l e  to t r a n s l a t e  p l a n n i n g  p r a c t i c e s  f r om  one c o u n t r y  to
another. At the op ini o n - f o r m  i ng FBI c o n f e r e n c e  in 1961, however, M a s s e  
p l a y e d  down c u l tu ra l  and a d m i n i s t r a t i v e  d i f f e r e n c e s  (while m e n t i o n i n g  the
v a l u e  of f i na nci al  i ncentives. R a t h e r  he e m p h a s i s e d  the non-i d eo l o g i c a l 
b a s i s  of F re nc h  p l a n n i n g  and its c o m p a t i b i l i t y  with p r i v a t e  e n t e r p ri se . 
F u r th e rm or e , he g av e the i m p r e s s i o n  that, given a w i d e  c o n s e n s u s  on 
p l an ning , the plan itself w o u l d  be la rg el y se 1f - i m p 1e m en t  i n g . W a l k l a n d
s u g g e s t s  this hel ps  e x p l a i n  lack of e m p h a s i s  on i m p l e m e n t a t i o n  in the
B r i t i s h  p l a ns  of the sixties. (Gamble and W alk la nd , 1984, p a g e 115.)
G a m b l e  and W a l k l a n d  a lso t r a c e  the ra pi d  ris e (and fall) of C o n s e r v a t i v e  
s u p p o r t  for nati on al  ( in dicative) p l a n n i n g  t hr ou g h s p e e c h e s  at s u c c e s s i v e  
annual P a r t y C o nf e r e n c e s ,  and c o r r e s p o n d i n g  ' r e a c t i o n  at L a b ou r  P a r t y
C o n f e r e nc e s.  The C o n s e r v a t i v e  c o n v e r s i o n  be ga n  at the 1961 C o n f e r e n c e  
with the L e a d e r ' s  s p ee c h  of H a r o l d  M a c m i l l a n  (an i n t e r v e n t i o n i s t  s i n c e  the 
thirties) u r g i n g  m o r e  e c o n o m i c  i n t e r v e n t i o n  and c r e a t i o n  of a t r i p a r t a t e  
c o n s u l t a t i v e  and p l a n n i n g  body. W ith  the NEDC in o p er at io n,  g r o w i n g
- 52 -
e n t h u s i a s m  for p l a n n i n g  was a p p a r e n t  in the 1962 and 1963 C on f e r e n c e s . 
T hen the C o n s e r v a t i v e  1964 Ge ne ra l E l e c t i o n  M a n i f e s t o  d e c l a r e d  "the N ED C 
g i v e s  r e a l i t y  to the d e m o c r a t i c  c o n c e p t  of p l a n n i n g  by p a r t n e r s h i p .  In
c o n t e m p o r a r y  p o l i t i c s  the a r g u m e n t  is not for or a g a i n s t  p la nn in g.  All
human a c t i v i t y  in vo l ve s p l ann in g.  The q ue s t i o n  is; how is the p l a n n i n g  to 
be d o n e ?  By c o n s en t  of by c o m p u l s i o n ? "  (Q u o t e d , op cit, p a g e  116.) But
C o n s e r v a t i v e  e n t h u s i a s m  faded as q u i c k l y  as it had r i se n - as soon as a 
L a b o u r  G o v e r n m e n t  b e ga n to p r a c t i c e  its v e r s i on  of pl a nn i ng . E dw a rd
H e a t h ' s  L e a d e r ’s s pe e c h  to the 1965 C o n f e r e n c e  m a d e  no r e f e r e n c e  to
p l a n n i n g  and the word did not a p p e a r  in the 1966 M a ni f e s t o .  This d oe s not
m e a n  that m a n y  l ea ding i n d i v i d u a l s  in the p a r t y  c h a n g e d  their views, but 
r a t he r  that d i f f e r e n t  s t r a t a  held sway. As Budd (1978) notes, the
C o n s e r v a t i v e  P a r t y  has long had a T o r y i n t e r v e n t i o n i s t  w in g and a 
n e o - l i b e r a l  free m a r k e t  wing. F r o m  1961 to 1964 the f o r m e r  held sway; 
f r om  then on, the latter.
T he L a b o u r  r e a c t i o n  was  to a r g u e  that the C o n s e r v a t i v e s  had not s t o l e n  
L a b o u r ’s c l o t h e s  but, in H a r o l d  W i l s o n ’s w o r d s  in 1961, o n l y  "the label 
s ewn into the bac k of our t ro u s e r s "  (quoted in G a m b l e  and W a lkl an d,  1984, 
p a g e  116). At the 1962 to 1965 C o n f e r e n c e s ,  e u p h o r i a  in cr ea se d.  O ne  of
the few c a u t i o n a r y  n ot e s was s o u n d e d  by A n t h o n y  C r o s l a n d  in 1963, u r g i n g
the need for a b r o ad  c o n s e n s u s  and an a tt a c k  on c o n s e r v a t i v e  a t t i t u d e s  
in industry, t ra de s u n i o n s  and t h r o u g h o u t  society, and the l o n g - t e r m  n a t u r e  
of the task.
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As we h av e noted, the F r e n c h  p l a n n i n g  s y s t e m  d e v e l o p e d  f ro m  e m p h a s i s  on 
m i c r o  p l a n s  t o w a r d s  m a c r o  p l an nin g;  later, m o r e  formal " p l a n n i n g  c o n t r a c t s "  
b e t w e e n  G o v e r n m e n t  and i nd u st ry  b e c a m e  important. O n e of the t h e o r i e s  of 
i n d i c a t i v e  p l a n n i n g  s t r e s s e s  the e x c h a n g e  of d e t a i l e d  i n f o r m a t i o n  to 
s u p p l e m e n t  that a v a i l a b l e  in the m a r k e t  or to c o m p e n s a t e  for m a r k e t  f a i l u r e  
in s u p p l y i n g  such i n f o r m a t i o n  so that b u s i n e ss es ,  and the G o v e r n m e n t ,  cou ld  
p lan m o r e  e f f i c i e n t l y  - and so m a k e  b e t t e r  use of the r e s o u r c e s  a v a i l a b l e  
and e n h a n c e  the rate of e c o n o m i c  growth. O b e i s a n c e  w as  paid to this
theory" in the " In du st ri al  E n q u i r y "  of the 1961-66 Plan, but the ma in 
e m p h a s i s  was on the "target" r at e of e c o n o m i c  gr o wt h  and how it m i g h t  be 
a s e l f - f u l f i l l i n g  f orecast.
The C o n s e r v a t i v e  G o v e r nm e nt ,  and e s p e c i a l l y  S el w yn  L L o y d , the C h a n c e l l o r  of 
the E x c h eq u er ,  ba se d al m os t  e v e r y t h i n g  on the " v i r tu o us  cyc le " t h e o r y  of 
p l an nin g:  that p u b l i c a t i o n  of a p la n for the e c o n o m y  as a w h o l e  wo ul d
r em o v e  m u c h  u n c e r t a i n t y  and p r o m p t  the s u b s t i t u t i o n  of o p t i m i s m  for
caution. Indeed this s e e m s to have b e e n the p r e v a i l i n g  s t a n c e  at the 
time, e s p e c i a l l y  in the i n d e p e n d e n t  o r g a n i s a t i o n s  PEP  and the NIESR, but 
also in industry. "The m e r e  p u b l i c a t i o n  of an e s t i m a t e  of the p o s s i b l e
a c h i e v e m e n t  of the e c o n o m y  for a f ew  y e a r s  ahead, if suc h an e s t i m a t e  has
been c a r e f u l l y  d ra w n up w i th  the c o o p e r a t i o n  of the p e o p l e  wh o will be
r e s p o n s i b l e  for its r e al i za ti o n,  m a y  in itself be a p o t e n t  f o r c e  m a k i n g  for 
s u c c e s s . "  (PEP 1960). P l a n n i n g  was not to a l l o c a t e  r e s o u r c e s  as in w a r t i m e  
but "to e s t a b l i s h  the kind of e c o n o m i c  c l i m a t e  in w h i c h a hi g he r  g r o w t h  
rate will o ccu r by normal p r o c e s s e s  of f r e e  e n t e r p r i s e  and c o m p e t i t i o n "
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(Sir H ug h B e a v er  of the FBI, q uot ed  in M id dl e ma s , 1983). S e l wy n  L l o y d 
r e c o g n i s e d  the need to b ui ld  a c o n s e n s u s  for such an e c o n o m i c  c l i m a t e  and 
d r ew  up the N a t io n al  E c o n o m i c  D e v e l o p m e n t  C o unc il  (NEDC) for this p ur po se .
The N EDC was  to be t r i p a r t a t e  - g o v e r n m e n t ,  i n du s tr y  and tr ad e u n i o n  
m e mb er s,  w ith a f ew i n de pen de nt s.  The G o v e r n m e n t  w o u ld  be r e p r e s e n t e d  by 
m i n i st e rs .  G i v en  the g e n e s i s  of the idea, t here w ou l d be no d i f f i c u l t y  in 
f i n d i n g  industr ia l members; in fac t i n d i vi d ua l  i n d u s t r i a l i s t s  w er e i nv it ed 
by the C h a n c e l l o r  to join the C o un c il  r a t h e r  than b e i n g  n o m i n a t e d  by the 
FBI and o t h e r  o r g a n i s e a t i o n s . Th e T r a d e  U n i o n  C o n g r e s s  was  invited to send 
r e p r é s e n t â t ives and t he r e was r e l u c t a n c e  to a cce pt  such an i n v i ta t io n  f r o m  
a C o n s e r v a t i v e  G o v e rn m en t.  The G o v e r n m e n t  w e r e f o r t u n a t e  in that the 
G en er al S e c r e t a r y  of the TUC was  G e o r g e  W o o d c o c k  w ho saw TUC m e m b e r s h i p  
c ou l d help f u r t h e r  his own p l a n s  to m o d e r n i s e  the TUC. In the ev en t  it was 
o nly a fter a s s u r a n c e  had b ee n g iv e n that a p o l i c y  for p l a n n i n g  i n com es 
g r o w t h  (or limitation) w ould not be on the a g e n d a  did the TUC accept. (It 
m us t be r e m e m b e r e d  that as late as J u l y  1961 Se l wy n L l o y d had r e s o r t e d  to a 
pa y freeze, c o n c e n t r a t e d  on the p u b l i c  sec tor .)  The N ED C was  e s t a b l i s h e d  in 
1962, w ith  a staff dr aw n f r o m  Civil Serv ic e,  a c a d e m i c  and i n du st ri al 
s o u r c e s  to f or m the N at io na l E c o n o m i c  O f f i c e  (NEDG) w h i c h  was i n d e p e n d e n t  
of the Civil Service.
S i n c e  the o bj ec t of the e x e r c i s e  wa s to p e r s u a d e  e c o n o m i c  a g e n t s  that a 
f a s t e r rat e of g r o w t h  was a t t a i n a b l e  if o nl y they w o ul d  plan on the 
a s s u m p t i o n  that it w ou l d be a t ta in ed , a t t e n t i o n  was i n e v i t a b l y  f o c u s s e d  on
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c h o o s i n g  a g r o w t h  r at e and c o n v i n c i n g  the p u b l i c  of its f e as i b i l i t y .  It
had to be s i g n i f i c a n t l y  a b o v e  the p r e v a l e n t  3%  a y ea r g r o w t h  of G DP at 
c o n s t a n t  prices. It is th ou gh t that the C h a n c e l l o r  f a v o u r e d  5% but was 
p e r s u a d e d  by N E D O  staff that 4%  w o u ld  be s u f f i c i e n t l y  a mb it io us . B e f o r e  
the p l a n n i n g  p r o c e s s  a c t u a l l y  got u n d e rw ay ,  LL oy d ( to ge th er  with se ve ra l 
ot he r m i n i s te r s)  was  d i s m i s s e d  and was r e p l a c e d  as C h a n c e l l o r  by R e g i n a l d  
Maud ling.
The p r o c e d u r e  was for i n d u s t r i e s  to be a sk e d what w o ul d  be the i m p l i c a t i o n s  
of a 4% rate of g r o w t h  and for the N E D G  to use  the r e p l i e s  and its own
m a c r o  and ind ustrial a n a l y s e s  to a s s e s s  the f e a s i b i l i t y  of the g r o w th  r ate 
and w ha t o b s t a c l e s  th er e m i g ht  be in a c h i e v i n g  it. The I n du st ri al  E n q u i r y  
c o v e re d  17 i n d u s t r i e s / s e r v i  ces a c c o u n t i n g  for s ome  4 0%  of GDP. It is
p o s s i b l e  that the p u b l i s h e d  r e s u l t s  m a y  h ave giv en  so me  g u i d a n c e  to f i r m s  
in or s u p p l y i n g  or c u s t o m e r s  of t he s e i ndustries. But, s i n c e  the e n q u i r y  
was not c o m p r e h e n s i v e , t h e re  wa s no way of t e l l i n g  w h e t h e r  the i nd u s t r y 
p l an s w e r e  c o n s i s t e n t  w ith  the o v era ll  g r o w t h  rate.
My own e x p e r i e n c e  in the steel i n du s tr y  at the t im e s u g g e s t s  that the 
q u a l i t y  of the e n q u i r y  r e t u r n s  was v e r y  uneven. Th e steel industry, h i g h l y  
c a r t e l i s e d  and s u b j e c t  to g o v e r n m e n t  c o n t r o l s  in p r i c i n g  and i n v e s t m e n t  was
well v er s ed  in t e c h n i q u e s  of c o n s t r u c t i n g  m e d i u m  t erm p r o j e c t i o n s  u s i n g  
f o r e c a s t s  of o u t p u t  of c o n s u m i n g  i n d u s t r i e s  to f o r e c a s t  d e m a n d  for steel
pr od uc ts . Other, m o r e  c o m p e t i t i v e  i n d u s t r i e s  with s m a l 1- s t af f ed  t r a d e 
a s s o c i a t i o n s  w e r e less w e l 1 - e q u i p p e d  to p a r t i c i p a t e  in such an ex er c is e.  It
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is not w i t h o u t  s i g n i f i c a n c e  that the f i r st  D i r e c t o r - G e n e r a l  of the N E D O  wa s 
Sir R o b er t  S h o n e  w ho  had b een until then D i r e c t o r  of the Iron and Steel 
Board, the g o v e r n m e n t  w a t c h d o g  o ver the industry.
The 4% p l a n n i n g  h y p o t h e s i s  a l mo st  i m p e r c e p t i b l y  b e c a m e  a t ar ge t even  b e f o r e  
the plan was p u b l i s h e d  (NEDC 1963) in the d e p t h s  of a s e v e r e  wi n te r that 
a c c e n t u a t e d  the e f f e c t s  on o u t pu t  and e m p l o y m e n t  of the r e c e s s i o n  that had
be gu n in the p r e v i o u s  year. In his fi rs t  Budget, M a u d l i n g  cut t a xe s 
s u b s t a n t i a l l y  as a g o v e r n m e n t  c o n t r i b u t i o n  t o w a r d s  the a c h i e v e m e n t  of the 
Plan and p r o m i s e d  that P ub l i c  E x p e n d i t u r e ,  i n cl u d i n g  i nv es t me n t by the 
N a t i o n a l i s e d  I n d u s t r i e s  wo ul d be b a s e d  on the a s s u m p t i o n  of 4% growth.
This e x p a n s i o n a r y  fiscal policy, c o u p l e d  w it h m o n e t a r y  e x p a n s i o n  ( in c l u d i n g  
r e l a x a t i o n  and then a b o l i t i o n  of c o n t r o l s  on h i r e - p u r c h a s e  was a c c o m p a n i e d
by a s h a r p l y  i n crea sed g r o w t h  of c o n s u m e r  and capital sp ending, o ut pu t 
and imports. B a l a n c e  of p a y m e n t s  d i f f i c u l t i e s  led to a n eu tral r at h er  than
an e x p a n s i o n a r y  B u d g et  in 1964 and m o r e  r e s t r i c t i v e  m o n e t a r y  policy. In
r e tr osp ec t,  it looks as thou gh  the e x p a n s i o n a r y  p o l i c i e s  of 1963 w e r e  
shap ed  t o w a r d s  a late 1963 or e a r l y  1964 Ge ne ra l El ec ti on . In fact H a r o l d  
M a c m i l l a n  r e s i g n e d  as P r i m e  M i n i s t e r  on the e ve of the C o n s e r t v a t i v e  P a r t y
C o n f e r e n c e  in 1963 and the new PM, Sir A lec D o u g l a s  Home, b e i n g  r e l a t i v e l y  
u n k n o w n  to the e l e c t o r a t e ,  n ee d e d  t im e  to p l a y  h im se lf  in and the Ge n er a l
Electi on , w hi c h the C o n s e r v a t i v e s  n a r r o w l y  lost, was not held until the 
latest p o s s i b l e  time, O c t o b e r  1964.
T his fi rs t a t t e m pt  at n a tio nal  p l a n n i n g  was p u r e l y  indicative. The
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G o v e r n m e n t  took no new p o w e r s  to i mp le m en t it. The m e a s u r e s  they took in 
s u p p or t  of it w e r e c o n v e n t i o n a l  fiscal and m o n e t a r y  ones. T h er e  w as no hint 
of any c on t r a c t u a l  r e l a t i o n s h i p s  or ties of o b l i g at i on ,  h ow eve r loose, 
b e t w e e n  G o v e r n n e n t  and i n d u s t r i e s  or large firms. Inde ed  the p l an  was 
p r o d u c e d  by and the r e s p o n s  i b i 1 i ty of the NEDC, n o m i n a l l y  i n d e p en d en t of 
g ov e rn me n t.  If t he re  was any s e n s e  of c o n t r a c t  at all, it was an implied
one b e t w e e n  the t hr ee  s i d e s  of the N ED C - go ver n me n t,  i n d us t ry  and t ra d e 
u ni o n - to seek, bu il d up and s u s t a i n  a c o n s e n s u s  that al m os t by itself
would a c h i e v e  the goal of f a s t e r  e c o n o m i c  growth. M i d d l e m a s  (1983), in the 
o ff ic ia l h i s t or y  of the f i r s t  21 y e a r s  of NEDC, c o n c l u d e s  a p p o s i t e l y  (page
19): "Far from  i n h e r i t i n g  a cl ea n  slate, its very c o n s t i t u t i o n  i n c o r p o r a t e d
the d i l e m m a  it was s u p p o s e d  to solve. N e i t h e r  p ow e r f u l  nor t r ul y 
i n de p en de n t of g o v e r n me nt ,  d o m i n a t e d  by the i d e o l o g i e s  of its 
l o n g - o r g a n i s e d  partne rs , and p u s h e d  la rg el y for p o l i t i c a l  reasons, into an 
u n r e a s o n a b l y  o p t i m i s t i c  set of targets, NEDC be ga n as a p r i m e  e x a m p l e  of 
the b eli ef  that s t r u c t u r e s  led a u t o m a t i c a l l y  to p ro g re s s.  Its first thr ee
y ea r s taught that even the m os t  limited f o r m  of c o n s e n s u s  was not e as y to
m a i n t a i n  and that a ct i on  did not n e c e s s a r i l y  f o l l o w  f r o m  it."
Even BO, m or e  m i gh t h av e b e en  a c h i e v e d  but for two fac to rs . The fi rs t was 
the c h a n g e  of g o v e r n m e n t  in 1964 which, g i v en  the p o l i t i c a l  climate, m e a n t
s c r a p p i n g  of p r e v i o u s  p l a n s  on pr i nc i pl e.  The s eco nd  w as  the d i f f e r e n t  way 
f ro m the Fr e nc h in wh ic h  d i f f i c u l t i e s  w e r e  met. The F r e n c h  did not let the
e x c h a n g e  v al ue  of the fr an c stand in the wa y of the Pla n and, as p o i n t e d
out by Le r ue z (1975), w hen  s h o r t - t e r m  d e v e l o p m e n t s  c al l ed  for s ome
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r e s t r i c t i o n  of a g g r e g a t e  demand, cut back on p u b li c  s e c t o r  i n ve s t m e n t  in 
sc hools, hosp it al s,  r e c r e a t i o n a l  f a c i l i t i e s  etc. By c o nt r as t , the B r i t i s h  
(both C o n s e r v a t i v e  and, later. Labour) r e s p o n s e  to o v e r h e a t i n g  was gen er al
d ef la ti on , the e f f ec t  of w h i ch  w as  to cut p r i v a t e  s e c t o r  i nv estment, 
d e p r e s s  c o n f i d e n c e  and in e f f e c t  kill the Plan.
L a b o u r ’s N at io na l Plan ( D e pa rt m en t  of E co n o m i c  Affa ir s,  1965) was 
c o n s c i o u s l y  m o r e  than p u r e l y  indicative. It was no longer i n d e p e nd e nt  of 
g o v e r n m e n t  si nc e the D e p a r t m e n t  of E c o n o m i c  A f f a i r s  (DEA) was set up, 
h ea d ed  by the D e p u t y  L e ad e r  of the Party, G e o r g e  Brown, and s t a f f e d  by 
e x i s t i n g  civil servan ts , N E D O ’s e c o n o m i c  staff and n e w c o m e r s  fro m i n d u s t r y
and the u n i v e r s it i es . The N EDC  c on ti n ue d,  as a f o r u m  for d e b a t e  on the P lan 
and p l a n n i n g  mat te rs , and the N E D O  c o n t i n u e d  its ind us tr ia l st udies,
c a r r i e d  out another, m o r e  ex t en si v e,  ind us tr ia l e n q u i r y  and s e r v i c e d  the 
e x t e n d e d  r ange of E c o n o m i c  D e v e l o p m e n t  C o m m i t t e e s  (EDCs). T h es e
c o m m i t t e e s  had bee n s t ar t e d  u n d er  the p r e v i o u s  a d m i n i s t r a t i o n  and c o n t a i n e d  
r e p r e s e n t a t i v e s  of m a n a g e m e n t  and tr ad e  u n i o n s  f r om  the industry, and 
i n d e p e n d e n t  memb er s,  one of w h o m  was  u s u a l l y  c h ai rm an . The In d us t ri al 
E n q u i r y  this time c o v e r e d  the w h o l e  eco no my , not just  40%. Yet the v a l u e
of the results, ei t he r  to the i nd iv id ua l f ir m  or in c h e c k i n g  c o n s i s t e n c y  
and d i s c o v e r i n g  b o t t l e n e c k s ,  may  be doubted. WF G os li ng , who  s e r v e d  in 
the DEA, has c o m m e n t e d  on the d i f f i c u l t y  of i n c o r p o r a t i n g  this i n f o r m a t i o n  
in the i n p u t - o u t p u t  model, d e v e l o p e d  by the D e p a r t m e n t  of A p p l i e d  E c o n o m i c s
at C a m b r i d g e  and used for the N a t i o n a l  P la n (quoted by Budd, 1978, p a ge 
233) .
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The N at i o n a l  P lan targe t was  2 5 %  g r o w t h  in GDP b e t w e e n  1964 and 1970, an 
annual a v e r a g e  of 3.8%. The target, t o g e t h e r  with the o t h e r  e x p e n d i t u r e  and 
o ut p u t  m a c r o  v a r i a b l e s  was the i n d i c a t i v e  part. An i m p e r a t i v e  p art  was
implied by the v a r i o u s  " c h e c k - 1 i s t s " for a ct i o n  p u b l i s h e d  with  the Plan. 
For e xample, the b a l a n c e  of p a y m e n t s  c he c k list p o i n t e d  to the need for
g o v e r n m e n t  a ct i o n  to im pr ov e port f a c i l i t i e s  so as to sp ee d up d e s p a t c h  of 
ex ports. In p ra ct ic e,  however, the N a t io an l  P la n e n l i s t e d  e v e n less
g o v e r n m e n t  ac t io n in its s u p p o r t  than its p r e d e c e s s o r . F r o m  the m o m e n t  it 
took office, the L a b o u r  G o v e r n m e n t  wa s e n g a g e d  in a b a t t l e  to p r e s e r v e  the
$ 2 . 8 0  p a r i t y  for the pound. T h is  m e a n t  not o nly was th er e  little a c t i o n  on 
the c h e c k  lists but a ls o that t h e r e  was no such e x p a n s i v e  f isc al  and
m o n e t a r y  p o l i c i e s  as f r om  the C o n s e r v a t i v e s  in 1963 and f i n a l l y  (for the 
Plan) the a d o p t i o n  of d e f l a t i o n  and a pay f r e e z e  in J u l y 1966. As far as 
the e x c h a n g e  rate was c o n c e rn e d,  all this was in vain for the p o u n d was 
d ev a lu ed , to $2.40, in the N o v e m b e r  of the f o l l o w i n g  year.
V a r i o u s  authors, i n c l u d i n g  B r i t t a n  (1967), Le r ue z (1975), H o l l a n d  (1975), 
S h a n k s  (1977) and Budd (1978) h a ve  s u g g e s t e d  r e a s o n s  for the N a t i o n a l  
P l a n ’s fa ilure, in a d d i t i o n  to the gen er al  c r i t i q u e  of any s t a t e  p l a n n i n g  
e f f o r t  in a d e m o c r a c y  and a l l e g a t i o n s  of f a i l u r e  to a p p r e c i a t e  the true
n a t u r e  of F re n c h  p l a n n i n g  and the social, cultural, etc d i f f e r e n c e s  b e t w e e n  
F r a n c e  and Britain. A m o n g  t he m  are  the lack of c l e a r  and
p o s i t i v e  for a c h i e v i n g  the g ro w t h  o bj e ct iv e , the c o n f l i c t
b e t w e e n  the Plan and m i s p l a c e d  p r é o c c u p â t ion with p r e s e r v i n g  the e x c h a n g e  
rate, the unequal d i v i s i o n  of p o w e r  and i n f l ue n ce  b e t w e e n  the T r e a s u r y  and
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the DEA and the lack of g o v e r n m e n t  p o w e r s  to e xert i n f l u e n c e  on the largest 
b u s i n e s s e s  to ad ju st  their c o r p o r a t e  p l a n s  and e c o n o m i c  b e h a v i o u r  g e n e r a l l y  
to c o n f o r m  w ith  the Plan.
T h e re  was a brief revival of n a ti o na l  e c o n o m i c  p l a n n i n g  a c t i v i t y  d u r i n g  
1968-1970, the final year s e e i n g  the d e m i s e  of the D e p a r t m e n t  of E c o n o m i c  
Affairs. T r i p a r t i t e  d i s c u s s i o n s  at N ED C  led to the p u b l i c a t i o n  of a W h i t e  
P a p e r  "The Task A h e a d " (DEA, 1969) and, r e f l e c t i n g  i n du st ri al  r e s p s o n s e s  to 
it, " E co n om i c P r o s p e c t s  to 1972" (Treasury, 1970). M e a d o w s  (in B la c ka by , 
1978) is s u r e l y  right in s a y i n g  this "had v e r y little impact" but S h a n k s  
(1978) wh o was involved in the d i s c u s s i o n s ,  first w i t h i n  the DEA and then 
as a c o r p o r a t e  p l a n n e r  in industry, m a k e s  s ome o b s e r v a t i o n s  w h i c h  are 
r el e v a n t  to c o n s i d e r a t i o n  of s u b s e q u e n t  d e v e l o p m en t s.  A l t h o u g h  n ational 
p l a n n i n g  was un de r a cloud, c o r p o r a t e  p l a n n i n g  had c o m e v er y m u c h  into 
vogue. S h a n k s  does not say so, but it c o u l d  be that c o r p o r a t e  p l a n n i n g  had 
been  s t i m u l a t e d  by r e v e l a t i o n  of d é f i c i e n c e s  in m a n a g e m e n t  t e c h n i q u e s  
t h r o ug h  the N a ti on al  Plan, d e f i c i e n c i e s  w h i c h  had c o n t r i b u t e d  to the  P l a n ’s 
failure. The ob j ec t of n at i on a l p l a n n i n g  need not be s i m p l y  to r a i s e  the 
rate of e c o n o m i c  growth, but, in c o n j u n c t i o n  with c o r p o r a t e  pl a nn i ng , to 
i mp rov e a l l o c a t i v e  e f f i c i e n c y  t h o u g h  the d i s c o v e r y  and re mo va l of o b s t a c l e s  
to e f f i c i e n c y  and the r e d u c t i o n  of u n c e r t a i n t y .  Shanks' own e x p e r i e n c e ,  
however, as a p l a n n e r  in the m o t o r  i n d u s t r y  s how ed  the l i m i t a t i o n s  of such 
c o n c e p t s  and p r o b l e m s  that w o u ld  a r i s e  in the w h o l e  idea of P l a n n i n g  
A g r e e me n ts . "I found that it wa s not p o s s i b l e  to r e c o n c i l e  my c o m p a n y ’s 
c o r p o r a t e  plan w it h the N E D O  e x e r c i s e  (in "The T ask Ahead") s i n c e  the
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a s s u m p t i o n s  on m a r k e t  g r o wt h  w h i ch  we w e r e  asked to work on by the 
g o v e r n m e n t  w er e not tho se  w h i ch  I felt I c o u l d  r e c o m m e n d  as a r e a l i s t i c
b a s is  for f o rw a r d  p l a n n i n g  to my c o m p a n y "  (Op cit, p a g e  56).
The N atio na l P lan died, but two i n s t i t u t i o n a l  innovat io ns , one, the 
In du st ri al  R e o r g a n i s a t i o n  C o r p o r a t i o n  (IRC), a r i s i n g  at least in p ar t  out 
of p l a n n i n g  c o n s i d e r a t i o n s ,  the other, the N a ti o na l B oa rd  for P r i c e s  and
I nc ome s (PIB) not r el a te d  to the Plan, had i mp or ta nt  i m p l i c a t i o n s  for the 
d e v e l o p m e n t  of p l a n n i n g  in g en er al  and p l a n n i n g  a g r e e m e n t s  with i n di vi du al
c o mp ani es . V i r t u o u s  c i r c l e  i n d i c a t i v e  p l a n s  had been b r o k e n  by b a l a n c e  of
p a y m e n t s  c on s t r a i n t s .  T his  was t h o u g h t  to be a r e f l e c t i o n  of r e l a t i v e
indust ria l i n e f f i c i e n c y . T h e IRC, set up by the G o v e r n m e n t  in 1966, 
s ou g ht  to im pr ov e the e f f i c i e n c y  of i n d u s t r i e s  o p e r a t i n g  in g r o w i n g  but
c o m p e t i t i v e  w or l d m a r k e t s  by s p o n s o r i n g  r e or g a n  isation, and in p a r t i c u l a r  
mer ge rs , so as to e n c o u r a g e  e n t e r p r i s e  in the e x p l o i t a t i o n  of e c o n o m i e s  of
scale. This, of course, p o t e n t i a l l y  c o n f l i c t e d  with m o n o p o l y  and m e r g e r  
policy. A l t h o u g h  both p o l i c i e s  w e r e  p r a g m a t i c  ra th er  than b a s ed  on
i n v i o l a b l e  p r i n c i p l e  so that c o n f l i c t  was not i ne vitable, s i n ce  th ey  w e r e  
p r o m o t e d  by d i f f e r e n t  g o v e r n m e n t  d e p a r t m e n t s  it b e c a m e  h ig h l y  p r o ba b le .
I n d u s t r i e s  in w h i c h the IRC was a c t i v e  inc lu ded  e l e c t r i c a l  and e l e c t r o n i c  
e n gi n e e r i n g ,  m e c h a n i c a l  e n g i n e e r i n g  and m o t o r  ve hi cl es . Apa rt  f ro m  moral
s up p o r t  for r e o r g a n i s a t i o n s ,  the IRC m a d e  p ub l i c  f u n ds  a v ai la bl e,  u s u a l l y  
in the f or m  of loans. Its a i ms  w e r e  e c o n o m i c  and c o m m e r c i a l  - e n h a n c e m e n t  
of pr ofits, exports, p r o d u c t i v i t y  - not social or po li ti ca l . It was 
c r i t i c i s e d  on fre e m a r k e t  a n t i - i n t e r v e n t i o n  g r o u n d s  by H i n d l e y  (1970) and
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G ry l l s  and R e d w o o d  (1980). It was c o n d e m n e d  by H o l l a n d  (1975) for its 
e c o n o m i c / c o m m e r c i a l  p r e o c c u p a t i o n s  that led to " ac t u a l l y  p r o m o t i n g
r e d u n d a n c i e s  ... for instance, in the c a s e  of the G EC - A E I  m e r g e r " i ns tead 
of o f f s e t t i n g  them  (Holland, 1975, p a g e  300).
The PIB, like the IRC a b o l i s h e d  by the C o n s e r v a t i v e s  a f te r 1970, was set up
in 1965 to m o n i t o r  and p r o v i d e  i n f o r m a t i o n  for the G o v e r n m e n t ’s
c o un ter- i nflat ion policy. In so d o i n g  it u n e a r t h e d  m u c h  i n fo r m a t i o n  a b ou t
bi g b u s i n e s s e s  p l a n n i n g  as well as p r i c i n g  m e t h o d s  and f u l f i l l e d  an
e d uc a t i o n a l  role - for both  g o v e r n m e n t  and business. Its c h a i r m a n  was
A u b r e y  Jones, a f o r m e r  C o n s e r v a t i v e  M i n i s t e r  and, p r o b a b l y  m o r e
s i g n i f i c a n t l y ,  a f o r m e r  E c o n o m i c  D i r e c t o r  of the B r i t i s h  Iron and S teel
F ed er a ti on , and its d e p u t y - c h a i  rman wa s R a l p h  Turvey, f o r m e r l y  R e a d e r  in
E c o n o m i c s  at the L o n d o n  School of E c o n o m i c s  and la tt e rl y chief e c o n o m i s t  at 
the E l e c t r i c i t y  C ou n ci l  w h e r e  he b e c a m e  an e n t h u s i a s t  for m a r g i n a l  c os t
p r i c i n g  (as a d v o c a t e d  by the the T r e a s u r y  in a W h i t e  P a p er  in 1968). T u r v e y  
e n c o u r a g e d  n a t i o n a l i s e d  i n d u s t r i e s  r e f e r r e d  to the PIB to adopt l o ng - ru n
m a rg i n a l  cost b a s e s  in their p l a n n i n g  t e c h n i q u e s  and p r o c e d u r e s , i n v o l v i n g  
the c o n s t r u c t i o n  of s o p h i s t i c a t e d  linear p r o g r a m m i n g  models. S e v e r a l
s t u d i e s  on such lines w er e  c o m m e nc e d,  eg at the Post O f f i c e  for both P o s t s
and T e l e c o m m u n i c a t i o n s ,  but, w it h the d e m i s e  of the PIB, not b r o u g h t  to a
c o n c l u s i o n  i n v o l v i n g  i m pl e m e n t a t i o n .  In the f i na n c i a l  sector, the P I B 
r ep or t on bank  c ha rg es , t o g e t h e r  w it h  the M o n o p o l i e s  C o m m i s s i o n  r e p or t  on
bank merg er s,  p av ed  the wa y t o w a r d s  the e n d i n g  of the bank cartel and the 
i n t r o d u c t i o n  of " C o m p e t i t i o n  and C r e d i t  Contr ol ".  The L a b o u r  G o v e r n m e n t
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c a me  to see the PIB as an a ge n t for i n du str ia l r e fo r m  and intended to m e r g e  
it w ith  the M o n o p o l i e s  C o m m i s s i o n  to f o r m  a new " C o m m i s s i o n  for I n d u s t r y  
and M a n p ow er "  w h ic h  w o u ld  have c o m p l e m e n t e d  the IRC.
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F r o m  the p l a n n i n g  angle, in te r es t d u r i n g  the 1 9 7 0 - 1 9 7 4  p er i o d  of 
C o n s e r v a t i v e  g o v e r n m e n t  wa s c o n c e n t r a t e d  on the t h i n k i n g  of the 
O pp o s i t i o n .  In its fi rs t two years, the g o v e r n m e n t ’s p o l i c i e s  w e r e  
c h a r a c t e r i s e d  by the b eli ef  that n e i t h e r  p l a n n i n g  nor i n c o m es  p o l i c i e s  nor 
d em an d m a n a g e m e n t  baâ ed  on the P h i l l i p s  C u r v e  had wo rk ed . T hu s the PIB, as 
well as the IRC, was a b o l i s h e d  and a dash for g r ow t h  was  e m b a r k e d  u po n  w it h 
income tax cuts and i nc r ea se d p u b l i c  e x p e n d i t u r e  in the h op e that f a s t e r  
real g r o w th  m i g h t f a c i l i t a t e  the c o u r s e  t o w a rd s  lower inflation. The 
g r o w t h  of m o n e y  s u p p l y  and s u b s e q u e n t l y  i nf l at io n a c c e l e r a t e d .  The U T ur n 
in 1972 was not a retu rn  to p l a n n i n g  but a reso rt  to c u r b s  on i nc omes o n ce  
more.
In O pp o si ti o n,  L a b o u r  was e n g a g e d  u pon a f u n d a m e n t a l  rethink. A f t e r  the 
1951 d efe at  the re  had b ee n a d e b a t e  b e t w e e n  rev isioni st s,  led by C r o s l a n d  
(1956) and f u n d a m e n t a l i s t s  led by B e v an  (1952). A l t h o u g h  C l a u s e  4 of the 
L a b o u r  P a r t y ’s c o n s t i t u t i o n  w as  r e t a i n e d  with its r e f e r e n c e  to the need for 
c o m m o n  o w n e r s h i p  of the m e a n s  of p r o d u c t i o n ,  d i s t r i b u t i o n  and exch an ge , the 
r e v i s i o n i s t s  g a i n e d  the a s ce n d a n c y .  T hi s  p a v e d the w a y  for i n d i c a t i v e  
p l a n n i n g  to be the k e y s t o n e  of e c o n o m i c  p o l i c y  in 1964, w i th  no m a j o r  a cts 
of n a t i o n a l i s a t i o n ,  o t h er  than steel, in the 1 9 6 4 - 1 9 7 0  period. A f t er  the 
(unexpected) d e f ea t  in 1970, t h e r e w a s a n o t h e r  r et hink, t hi s time w i th  m o r e  
lo ok in g back - at the f a i l u r e  of i n d i c a t i v e  p l an ni ng .
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The f i rs t fru it  of this r e t h i n k i n g  was an " Op p os it i on  G r e e n  Pape r"  p r e p a r e d  
by a g r o up  i n cl u d i n g  St u ar t Hol la nd , T h o m a s  Balogh, R i c h a r d  P r y k e  and De re k 
R o b i n s o n  and p u b l i s h e d  in 1973. Its th em e  was that the next L a b o u r  
G o v e r n m e n t  in its p l a n n i n g  for i nv e s t m e n t  and g row th  p r o m o t i o n  s ho u ld  u se a 
" National E n t e r p r i s e  B o a r d " and s t a t e  o w n e r s h i p  of c o m p a n i e s  to e n s u r e  that 
the g o v e r n m e n t ’s p l a n n i n g  s t r a t e g i e s  w ere m a t c h e d  by o p e r a t i o n a l  
instr um ent s.  The p r o p o s a l s  in the G r e en  Pap er  w e r e  i n c o r p o r a t e d  later in 
the s ame  year in " L a b o u r ’s P r o g r a m m e  1973" on which its Ge ne ra l E l e c t i o n  
M a n i f e s t o  was based. It e m p h a s i s e d  that the p r i m a r y  o b j e c t i v e  of p l a n n i n g  
was not f a s te r  e c o n o m i c  growth, but to i n cr e as e  e m p l o y me nt ,  e s p e c i a l l y  in 
r e g i o n s  of high u n e m p l o y m e n t ,  by i n f l u e n c i n g  the m e d i u m  and l o n g - t e r m  
s t r a t e g i e s  of the largest f i r m s  in m a n u f a c t u r e  and s er vi ce s.  T his 
influence, on s t r a t e g i e s  for investment, location, e x p o r t s  and 
i m p o r t - s u b s t  i tut i on etc, was to be a c h e i v e d  t hr ou gh  new p u b l i c  e n t e r p ri se , 
a p l a n n i n g  a g r e e m e n t  s y s t e m  and a new I n du s tr y  Act.
T h r o u g h  the Nati on al  E n t e r p r i s e  Board, s e le c t e d  c o m p a n i e s  in key s e c t o r s  of 
m a n u f a c t u r i n g  ind us tr y wou ld  be tak en  into p ub l ic  o w n e r s h i p  so that t he r e 
w ou l d be a "pull" e ff ec t  on c om p an ie s , i n c l ud in g  m u l t i - n a t i o n a l s ,  r e m a i n i n g  
in p r i v a t e  hands. The r a t i o n a l e  of p l a n n i n g  a g r e e m e n t s  has a l r e a d y  bee n 
o u t l i n e d  in C h a p t er  1, P r o g r a m m e  1973 e n v i s a g e d  that they w o u ld  be
o b l i g a t o r y  for f i rm s  a b o v e  a s iz e  to be s p e c i f i e d  but c e r t a i n l y  i n c l u d i n g  
the 100 largest in m a n u f a c t u r i n g  and all m a j o r  s t a t e  e n t e r p r i s e s .  Th e f i r ms  
w o u ld  s u p p l y  the i n f o r m a t i o n  on p a st  p e r f o r m a n c e  and f u t u r e  p l a n s  n ee d e d  by 
g o v e r n m e n t  pl anning; f i r m s  w ou l d g i v e  the ir  w r i t t e n  a g r e e m e n t  to help the
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g o v e r n m e n t  meet e mp l oy me nt , etc o b j e c t i v e s ;  and the s y s t e m  would p r o v i d e  
c h a n n e l s  for s e l e c t i v e  g o v e r n m e n t  a s si s t a n c e .  The I n du s t r y  Act w o u ld  g iv e 
the g o v e r n m e n t  p o w e r s  to b r i n g  u n c o o p e r a t i v e  firms into line. T h r o u g h o u t
it was s t r e s s e d  that the g o v e r n m e n t  would s eek to i n fl u e n c e  
the s t r s t e s x  not the s h o r t e r - t e r m  ûâicûïcs by which f i r m s  w e r e  to achie.ve 
their, and the g o v e r n m e n t 's , aims.
In office, f rom 1974, the L a b o u r  G o v e r n m e n t  p r od u ce d a W h i t e  Pa pe r  "The 
R e g e n e r a t i o n  of B ri ti sh  I n du st ry " (D ep artment of I n du s tr y 1975) 
s u b s t a n t i a l l y  on the s ame lines, i n c l u d i n g  p r o v i s i o n  for the f i r m ’s t rade 
u n i o n s  to be p ar t y to any p l a n n i n g  a gr ee me n t.  This led to w i d e s p r e a d  d e b a t e  
inside and o u t s i d e  P a r l i a m e n t  and to s i g n i f i c a n t  c h a n g e s  in the e v en tu al 
Bill and Act. G o v e r n m e n t  e c o n o m i c  and industrial p o l i c y  was c o n d i t i o n e d  and 
c o n s t r a i n e d  by the c i r c u m s t a n c e s  in w h i c h  it found itself. It b e ga n as a 
m i n o r i t y  g o v e r n m e n t  and eve n af te r the s e co nd  1974 E l e c t i o n  its m a j o r i t y  
was small (to d i sa p pe ar  later t hr o u g h  b y - e l e c t i o n  losses n e c e s s i t a t i n g  a 
Par 1 i am e nt a ry  pact with the L i b e r a l s  for surviv al ).  It felt o b l i g e d  to 
p l a ce  repeal of the C o n s e r v a t i v e  G o v e r n m e n t ’s indust ri al  r e l a t i o n s  and 
trade u ni o n le gi sl at i on  high on its list of p ri or it i es .  F o l l o w i n g  p r e v i o u s  
rapid m o n e t a r y  expansi on , the oil and c o m m o d i t y  p r i c e  e x p l o s i o n  and 
r e l a x a t i o n  of curbs on incom e growth, infla ti on  a c c e l e r a t e d  s t e e p l y  in 
1974-1975, c a l l i n g  for action. At the s a m e  time, the e c o n o m y  d ip pe d into 
the d ee p es t  r ec e s s i o n  s i nc e the thir tie s,  c a u s i n g  the G o v e r n m e n t  to see a 
need to rep ai r b u s i n e s s  c o n f i de nc e , a l r e a d y  d a ma ge d  by its industrial 
r e l a t i o n s  polic ie s.  F ur t h e r m o r e ,  t o w a r d s  the end of its life the G o v e r n m e n t
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b e c a m e  p r e o c c u p i e d  with the issue of D e v o l u t i o n  for S c o t l a n d  and Wales, an 
issue that led to its d ef ea t and the d i s s o l u t i o n  of P a r l i a m e n t  in 1979.
The 1975 I nd u s t r y  Act did b r i n g  the N a t i o n a l  E n t e r p r i s e  Bo ar d into b e i n g  
and ga ve a u t h o r i t y  to P l a n n i n g  A g r e e m e n t s  - but in g r e a t l y  w a t e r e d - d o w n  
form. A l t h o u g h  the NEB co ul d d e p l o y  m u c h  g r e a t e r  f in a n c i a l  r e s o u c e s  than 
the IRC, in s ome  r e s p e c t s  it was to be e v e n m o r e  t i g h t l y  c o n s t r a i n e d  by 
c o mm e r c i a l  c o n s i d é r â t  ions. L i ke  the IRC its o b j e c t i v e  was to p r o m o t e
industrial e f fi ci e nc y , e m p l o y m e n t  and the b a l a n c e  of p ay m en ts ,  but it was
to invest o nl y  in p r o j e c t s  w h i ch  it b e l i e v e d  wou ld  be p r o f i t a b l e  (unless 
o t h e r w i s e  d i r e c t e d  by the S e c r e t a r y  of S t a t e  for Industry). It could b r i n g  
p r o b l e m s  n e e d i n g  a cti on  to the a t t e n t i o n  of the g ov e r n m e n t ,  but it w a s  not
r e qu i r e d  to seek out such prob le ms . On P l a n n i n g  A g re e m e n t s ,  the cru ci al 
d i f f e r e n c e  b e t w e e n  the W h i t e P a p er  and the Act was that they w er e now to be
vo lu nt a ry , not c om pu ls o ry .  F u r t h e r m o r e ,  the t ra de  u n i on  role in P l a n n i n g
A g r e e m e n t s  was m u ch  reduced.
Th e G o v e r nm e nt ,  however, help ed  in the r e b u i l d i n g  of c o n f i d e n c e  by r e v i v i n g  
the work of the N E DC  w hi c h at a s pec ia l m e e t i n g  in N o v e m b e r  1975 d i s c u s s e d
and a gre ed  the text of a W h i t e  P a p e r  "An A p p r o a c h  to In d us tr i al  S t ra t e g y " .  
Our m ain int er es t in this is in the ideas e x p r e s s e d  r a t he r  than in any
actual a c h i e v e m e n t s  of the s tr at eg y.  A l t h o u g h  it led to m uch d i s c u s s i o n  
and p a p e r - w o r k  by tr i-part i te i nd us tr ia l s e c to r  worki ng p a r t i e s  u n d e r  the
ausp ici es of the NEDC E c o n o m i c  D e v e l o p m e n t  C om mi t te es ,  th er e is little 
e v i d e n c e  of any c o n s e q u e n t  i n du s tr ia l  r e s t r u c t u r i n g  or c h a n g e s  in
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g o v e r n m e n t  policy. The W h i t e  P a p er  o n ce  ag ai n rated f a s t er  e c o n o m i c  g r o w th  
as the p r i m a r y  o b j e c t i v e  with e m p h a s i s  on manuf ac tur i ng industry r a t h er 
than servi ce s.  "Our p r im e  o b j e c t i v e  m u s t  be to b e c o m e  a high o u t p u t - h i g h
w ag e economy. T his  can o n l y  be a c h i e v e d  by i m p r o v i n g
our j ndiist r 1 s I p e r f o r m a n c e  and r a i s i n g  the g row th  of our p r o d u c t i v e  
p o t e n t i a l . ..... For its part, the g o v e r n m e n t  will have to c o n t i n u e
m a i n t a i n i n g  a b a l a n c e  b e t w e e n  e c o n o m i c  and social o b j e c t i v e s  wh ic h  o f te n 
have c o n f l i c t i n g  impl ic at io ns . N e v e r t h e l e s s ,  the g o v e r n m e n t  in t en d s to
g ive g r e a t e r  weight, and m o r e  c o n s i s t e n c y  than hi therto, to the need for 
in c r e a s i n g  the n a t i o n a l  r a t e  of g r o w t h  t hr ou gh  r e g e n e r a t i n g
our i n dustrial s t r u c t u r e  and i m p r o v i n g  e f f i c i e n c y "  (my italics). The idea 
of a new t op -d o w n  nati on al  p lan was  r e j e c t e d  in f a v o ur  of first a s k i n g  
i n du s t r i e s  to e x p r e s s  their own ideas on p r o s p e c t s  and o b s t a c l e s  to growth.
The g o v e r n m e n t  w ou ld  p u b l i s h  its own (mac r o - e c o n o m  i c ) m e d i u m - t e r m  
a s s e s s m e n t  ; this wou ld  not be an i n d i c a t i v e  plan but a ra ng e of a l t e r n a t i v e  
w o r k i n g  a s su mp t io ns .  The p l a n n i n g  mo de l was the e x c h a n g e  of i n f o r m a t i o n
one: m o r e  i n f o r m a t i o n  than that o b t a i n e d  t h ro u g h  normal ma r ke t i n v o l v e m e n t
w ould m a k e  it e a s i e r  to i de nt if y o b s t a c l e s  and wo ul d  e n a b l e  fi rm s to pl an
ahead w ith g r e a t er  c on fi d en ce .  Initia lly , at least, such i nf o rm a ti on  w ou l d 
come p r i m a r i l y  f r om  the in du st ri al  se c to r  studies. The W hi t e Paper,
however, re fe r re d f r e q u e n t l y  to the N E B and P l a n n i n g  A g re eme nt s.  The 
l on g -t e rm  national industrial s t r a t e g y  w ou ld  i nv olve m a k i n g  use of the
f e e d - b a c k  of i n f o r m a t i o n  f ro m  the P l a n n i n g  A g r e e m e n t s  with c o m p a n i e s  
( C P A s ); the NE B and C P As  w ou l d f a c i l i t a t e  the d e p l o y m e n t  of f i n a n c i a l
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a s s i s t a n c e  to industry} g r e a t e r  d i s c l o s u r e  of i n f o r m a t i o n  in t r i p a r t i t e  
d i s c u s s i o n s  in C P As  w o u ld  lead to i m p r o v e m e n t s  in p l a n n i n g  in i n d us tr y  and 
in g o v e r n m e n t . The in du st r ia l f r a m e w o r k  ba se d on the s e ct o r  s t u d i e s  w o u ld  
be used in s h a p i n g  g o v e r n m e n t  policy, as a b a s is  for f u r t h e r  work by the 
NEDC and NEDO, and at the c o m p a n y  level "p la nn i ng  a g r e e m e n t  d i s c u s s i o n s  
shou ld  in due c o u r s e  (my italics) p r o v i d e  a v a l u a b l e  m e a n s  of i n f l u e n c i n g  a
s i g n i f i c a n t  p r o p o r t i o n  of the U K ’s m a n u f a c  tur i ng i n d u s t r y  the NEB  will
have a role in p r o m o t i n g  c h a n g e s  in the m a n a g e m e n t  and o r g a n i s a t i o n  of 
individual c o m p a n i e s  as well as in s e c u r i n g  the d e s i r e d  r e s t r u c t u r  i ng of a 
sec tor. "
P e r h a p s  t hree and a half m o r e  y e a r s of L abo ur  G o v e r n m e n t  were not long 
e no ug h for CPAs "in due c o u r s e " to m a k e  their c o n t r i b u t i o n .  In f act o n ly  
two were signed, with the NCB and w ith  the C h r y s l e r  m o t o r  company, and t hey 
will be a s se s se d in C h a p t e r  VII. C h r y s l e r ’s was dr aw n  up in c o n j u n c t i o n  
with a p p l i c a t i o n  for N EB  f i n a nc ia l  a s s i s t an c e.  A s s i s t a n c e  was f o r t h c o m i n g ,  
in b r e a c h  of the c r i t e r i o n  that the p r o j e c t  s h ou ld  be c o m m e r c i a l l y  viable. 
(The Indu st ri al  D e v e l o p m e n t  A d v i s o r y  Bo ar d  had a d v i s e d  a g a i n s t  it.)
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4 The M T F 5  an d  the F)£S
The C o n s e r v a t i v e s  w e r e  e l e c t e d  in May 1979 on a "f re e m a rk e t"  p l atf or m. 
The i n t e r v e n t i o n i s t  i n s t i t u t i o n s  of the L a bo u r  G o v e r n m e n t  w er e  run d own and 
w ou n d upj the P r i ce  C o m m i s s i o n  was a b o l i s h e d  in 1980 and the N a ti o n a l  
E n t e r p r i s e  Boa rd  had its w o r k - l o a d  cut b e f o r e  b e i n g  m e r g e d  w it h  the
B r i t i s h T e c h n o 1ogy G r o u p in 1981. The ch ie f e c o n o m i c  o b j e c t i v e  was  a 
p e r m a n e n t  r e d u c t i o n  in the ra te  of inflation, to be a c h i e v e d  t h r o u g h  a
" m on e ta r is t"  m a c r o - e c o n o m i c  policy. As e x p o u n d e d  by Nigel L aw so n  (198i^), 
F i na n c i a l  S e c r e t a r y  f ro m 1979 to 1981 and C h a n c e l l o r  of the E x c h e q u e r  f rom
1983, h i t h e r t o  m a c r o  p o l i c y  had been  d e s i g n e d  to i n c r e a s e  the r a te  of 
e c o n o m i c  g r o wt h (through i n d i c a t i v e  p l a n n i n g  with d e m a n d  m a n a g e m e n t )  w h i l e
some a s p e c t s  of m i c r o  p o l i c y  (income and p r i c e  curbs) had been aim ed  at
c o n t a i n i n g  inflation. T hi s  was now seen  by the C o n s e r v a t i v e s  to be the 
w r o n g  way round. As m o n e t a r i s t s  they b e l i e v e d  the e c o n o m y  to be
s e I f - r i g h t i n g  w ith a natural r a te  of real g r o wt h  that c an n ot  be a f f e c t e d
(at least in the m e d i u m  and long term) by m a c r o  po licy. Growth, ho wever,
can be e n h a n c e d  t h roug h m e a s u r e s  to i n cr e as e the c o m p e t i t i v e n e s s  of the 
e c o n o m y  (micro p o l i c i e s  for the s u p p l y  side) and a l s o  i n d i r e c t l y  t h r o u g h
the e f f ec t  on c o n f i d e n c e  of a less i n f l a t i o n a r y  p r o sp e ct . M ac ro  po licy, 
therfore, was to be a c o m b i n a t i o n  of fiscal and m o n e t a r y  m e a s u r e s  to
g r a d u a l l y  r e d u c e  and then s t a b i l i s e  m o n e t a r y  e xp a n s i o n .  The initial 
e m p h a s i s  on a gr adual r e d u c t i o n  in the r at e of i n c r e a s e  in m o n e y  s u p p l y  wa s
in line with M i l t o n  F r i e d m a n ’s p r e s c r i p t i o n  but r ight f r o m  1979 s t r e s s  on 
p u b l i c i t y  for the m o n e y  s u p p l y  t ar g et  and i n fl ati on  f o r e c a s t  as a g u i d e  to
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w a g e  b a r g a i n e r s  h int ed  at " rational e x p e c t a t i o n s "  think in g.
T he m a c r o  p o l i c y  was  e ns h ri ne d , and q ua nt if i ed , in a " M e d i u m  T er m F i n a n c i a l  
S t r a t e g y "  in the 1980 "F in an ci a l S t a t e m e n t  and B u d ge t  R e p o r t "  (HM T re asu ry ,
1980) w h ic h  has b een r e v i s ed  in each s u c c e e d i n g  year. In a s e n se  this wa s 
a kind of s k e l e t o n  i n d i c a t i v e  plan, g i v i n g  e c o n o m i c  a g e n t s  i n d i c a t i o n s  of
the f u t u r e  m on e ta ry , f i n a n c i a l  and i n f l a t i o n a r y  e n v i r o n m e n t  in w h i ch  they 
w o u l d m a k i n g  p l an s  for their own o p e r a t i o n s .  C h a n g e s  in the M T FS  s i nc e
1980, as d et a i l e d  below, h ave m a d e  it look still m o re  like an i n d i c a t i v e  
plan, a l t h o u g h  its e f f e c t i v e n e s s  as s uch  m ay  have b een  w e a k e n e d  by g r o w i n g  
d o u b t s  about its c r e d i b i l i t y .
Th e M T F S  in 1980 gav e p r i d e  of p l a c e  to the t ar ge t of a g ra dual, 
y e a r - b y - y e a r , r e d u c t i o n  in the r ate of g r o w th  of m o n e y  s u p p l y  (£M3) that 
wo ul d lead to a s p e c i f i e d  r e d u c t i o n  in the annual r a t e  of i nc r ea s e in 
retail p r i c e s  - for four y e a r s  ahead. Fiscal and m o n e t a r y  p o l i c i e s  w e r e
linked t h ro u gh  a r e l a t i o n  sh ip  b e t w e e n  m o n e y  s u p pl y  g r o w t h  and the P u b l i c  
S e c t o r  B o r r o w i n g  R e q u i r e m e n t  (PSBR) w hi c h was g i ve n in v a l u e  and e x p r e s s e d  
as a p e r c e n t a g e  of G r o ss  D o m e s t i c  P r o d u c t  (at c ur r en t m a r k e t  prices). T hus 
it was p o s s i b l e  to d e r i v e  g o v e r n m e n t  f o r e c a s t s  of GDP at c u r r e n t  p r i c e s
and, f r om  the f o r e c a s t  i nf l a t i o n  rate, at c o n s t a n t  p r i c e s  for four y e a r s  
ahead. S u b s e q u e n t l y ,  m o n e y  s u p p l y  g r o w th  has b ee n  see n m o r e  as an 
i n t e r m e d i a t e  t ar ge t and £M3 as less a p p r o p r i a t e  than MO in that role. In 
the 1986 v e r s i o n  of the M T FS  the annual p e r c e n t a g e  c h a n g e  in "Money GDP"
has p r i d e  of p l a ce  in the f i r s t  t a b l e  of the c h a p t e r  (f ol lo we d by MO) and
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the s e c on d s h o ws  f o r e c a s t s  of, or r a t h e r  " a s s um pt i on s " on, "Real GDP"
and in fl a ti on  as i nd i ca te d by the G DP  defl at or . Not until the f if t h ta bl e 
is P S B R  shown.
N e v e r t h e l e s s ,  a l t h o u g h  the M T F S  m a y  look m o r e  like an i n d i c a t i v e  plan, it 
is not d e s c r i b e d  as such but as "the f r a m e w o r k  for e c o n o m i c  p o l i c y
. . . . i n t e n d e d  to b r i n g  i n f l at io n  down f u r t h e r  over a p er i o d  of y e a r s ...... It
is c o m p l e m e n t e d  by (micro) p o l i c i e s  w h i c h  e n c o u r a g e  e n t e r p ri se ,  e f f i c ie n cy ,
e n t e r p r i s e  and fl ex ib i li t y,  tfyus (my e mphasis) p r o m o t i n g  the g r o w t h  of 
o u tp ut " (HM T reasury, 1986). F u r t h e r m o r e ,  a l th o u g h  " p ol i cy  will be d i r e c t e d  
at m a i n t a i n i n g  m o n e t a r y  c o n d i t i o n s  that will b r i n g  about a g ra dual 
r e d u c t i o n  in the g ro wt h  of m o n e y  GD P o ver  the m e d i u m  term ...... the m o n e y
GDP f i g u r e s  are not t a r g et s  .....  and f l u c t u a t i o n s  will i n e v i t a b l y  occ ur ."
It is now a pp a r e n t  that the m o n e y  and i nf la tio n f o r e c a s t s  by t h e m s e l v e s  
h ave little dire ct  ef f ec t  on e x p e c t a t i o n s ;  rather the h ope  is that the M T FS  
insofar as its o b j e c t i v e s  are r e a l i s e d  c o n t r i b u t e s  t o w a r d s  a ge neral 
c l i m a t e  of l es se ni ng  i n f l a t i o n a r y  e x p e c t a t i o n s .  T h e r e  is, of course, no 
p l a c e  for c o m p a n y  p l a n n i n g  a g r e e m e n t s  in C o n s e r v a t i v e  p o l i c i e s  for 
i n d u s t r y .
W h e t h e r  of not the r e l a t i o n s h i p s  h a ve  bee n ca us e and eff ec ts , the M T FS  has 
been a c c o m p a n i e d  by a d e c l i n e  in the r ate  of inflation, r e m a r k a b l y  s t e a d y
e c o n o m i c  g r ow th  and u n e m p l o y m e n t  (which had bee n r i s i n g  s t e e p l y  un de r 
Labour) m o u n t i n g  for five  y e a r s  b e f o r e  r e a c h i n g  and p a s s i n g  a new peak.
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The 1979 General Election defeat sparked off a new and bitter debate 
between left and right in the Labour Party, focussed on the failure to 
implement the economic policies of Labour's "Programme 1973", including 
compulsory CPAs, public ownership of leading companies in manufacturing and 
a powerful NEB, and on the resort to, in effect, monetarist policies to 
combat inflation. In the economics context, the debate was on the form 
and content of L a b o u r ’s "Alternative Economic Strategy" (AES).
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C PAs f or m  an e ss en ti al  part of the A E S as a m e a n s  of h a r n e s s i n g  the po we r 
of "big b u s in e ss " and as c h a n n e l s  t h ro u g h  which p o l i c i e s  on e m p l o ym e nt ,  
imports etc mig ht  be implemented. T h ey  a l s o f e a t u r e  in w id er  a s p e c t s  of 
the AES, eg "to i nc rease p o p u l a r  i n v o l ve m en t in all ar ea s of life"
(A a r o n o v  itch, 1981, p 3). T h e re  is, of course, no one, d e f i n a t i v e  text of
the AES. It was e xp r e s s e d  in v a r i o u s  f o r m s  in the 1974, 1979 and 1983
General E l e c t i o n  m a n i f e s t o s  of the L a b o u r  P a rty  so h e a v i l y  i nf lu e nc e d by 
S tu a rt  Holland. But a c c o r d i n g  to their p l a ce  in the p o li t i c a l  spect ru m,
d i f f e r e n t  s u p p o r t e r s  see it d i f f e r en tl y . On the r ight and c e n t r e  of the 
L a b o ur  Pa rt y it is seen p r i m a r i l y  in e c o n o m i c  terms w ith e c o n o m i c  ends, in 
p a r t i c u l a r  as a m e a n s  of c h e c k i n g  d e - i n d u s t r i a l i s a t i o n ,  r e d u c i n g  
u n e m p l o y m e n t  and p r o m o t i n g  e c o n o m i c  growth. F u r t he r  to the left, H o l l a n d  
s ees the AES (not a p h r a s e  he u ses  in his books) as itself the m e a n s  of 
social (socialist) t r a n s f or ma t io n . To o t h e r s  in the L a b o u r  Party, and to
A a r o n o v  itch and the E u r o - C o m m un  i st m a j o r i t y  of the C o m m u n i s t  P a r t y  of G reat
Britain, it is a limited, but i m m e d i a t e l y  p r a c t i c ab le ,  step towstrds a 
s o c i a l i s t  r e c o n s t r u c t i o n  by w hi c h " m i l l i o n s  who do not see t h e m s e l v e s  as
s o c i a l i s t s .........would c ome  to r e c o g n i s e  the need for a m o re  radical
and s o c i a l i s t  t r a n s f o r m a t  ion" (A a r o n o v  itch, 1981, p 3). Still f u r t h er  to
the left, the AES is c r i t i c i s e d  as " g r a f t i n g  w e a k e n e d  p i e c e s  of s o c i a l i s m  
on to s t u r d y  c a p i t a l i s t  stock" (Glynn Be Harri so n,  1980, p 161).
A c a d e m i c  a n t e c e d e n t s  of the AES are to be found in the work of the 
C a m b r i d g e  E c o n o m i c  P o l i c y  G ro u p (so c al l e d  "New C a m b r i dg e" )  who  saw
e v i d e n c e  of e n d e m i c  w e a k n e s s  in the UK e c o n o m y  that c o ul d not be c u r e d  by
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o r t h o d o x  d em a n d  m a n a g e m e n t  r e f l a t i o n  or i n d i c a t i v e  p l a n n i n g  (“Old 
C a m b r i dg e ")  S uch p o l i c i e s  w o u ld  lead to still w o r se  i nf l a t i o n  and b a l a n c e  
of p a y m e n t s  d i s e q u i l i b r i u m  than e x p e r i e n c e d  d u ri n g  the s i x t i e s  and e a r l y  
s e ve nt ie s.  B e c a u s e  Br i ti sh  i nd us t ry  had b e c o m e  so u n c o m p e t i t i v e ,  the g r o w t h  
of i mp orts w o u l d  have to be r e s t r a i n e d  (l argely by h i g he r  tariffs) w h i l e  
r e f l a t i o n  and the r e s t r u c t u r i n g  of i n d u s t r y  took place. God 1ey (1979) 
ar g ue s that such p r ot e c t  ion w o u l d not, or need not if p r o p e r l y  e xp ia i n e d , 
p r o v o k e  i n t er n at i on al  r e t a l i a t i o n  s i n c e  im ports could still gro w f a s t e r  
then they w o u l d into the a l t e r n a t i v e  and m ore  d e p r e s s e d  B ri ta in . 
N e v e r t h e l e s s  such p r o p o s a l s  have an a u t a r c h i c  flavour. H o l l a nd  in fact 
a d op t s  a m o r e  i n t e r n a t i o n a l i s t  stance, e s p e c i a l l y  in "Beyond C a p i t a l i s t  
P l an n i n g "  (1978) and "Out of C ri si s"  (1983), but it is c le a r that his 
c o n c e p t  of p l a n n i n g  a g r e e m e n t s  f it s well into the r e s t r u c t u r i n g  of i n d u s t r y  
part of the C E P G  policy.
W h i le  n o t i n g  d i f f e r e n t  e m p h a s e s  and s t a n c e s  a mo n g a d v o c a t e s  of an AES, we 
ma y see A a o n o v i t c h  (1981) as a r e a s o n a b l e  s u m m a r y  of its main, g e n e r a l l y  
a c c e p t e d  fe atu re s.  The fi rs t p r i o r i t y  is e c on o m i c  e x p a n s i o n  - to s a t i s f y  
new needs, c r e a t e  a be tt er  c l i m a t e  for innovation, s t i m u l a t e  p r o d u c t i v i t y  
g ro w t h  in m a n u f a c t u r i n g  i nd u s t r y  so as to f r ee  m o r e  r e s o u c e s  for se rv i ce s,  
l ei sure a c t i v i t i e s  and o v e r s e a s  aid. It s ho ul d  not, however, be so ra pi d  
as to c a u s e  s i g n i f i c a n t  envi r o n m e n t a 1 and w e l f a r e  losses, even t h o u g h  it 
w o ul d be d i f f i c u l t  to r e s t o r e  full e m p l o y m e n t  t h r o ug h  e x pa n si on .  The
e x p a n s i o n  would be e n g e n d e r e d  by c u ts  in i nd irect taxes and by i n c r e a s e s  in 
p u b l i c  s p e n d i n g  - to meet socia l n e e d s  and b oo s t d em an d  on p r i v a t e  s e c t o r
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su pp li er s.  T h e r e  wou ld  a ls o be a need for s u b s t a n t i a l l y  i n c r e a s e d
i nv es t me n t in the p r i v a t e  s e c t o r  w h i c h  mi gh t well not be s t i m u l a t e d  
s u f f i c i e n t l y  by K e y n e s i a n  e x p a n s i o n  of a g g r e g a t e  de m an d alone. T hus  t h e re
w ould be an incre as ed  r ol e  for the s t a t e  in i n ve s t m e n  t i n e ne r g y  s u p p l y  and 
c o n s e r v a t i o n ,  t r a n s p o r t  and new t e c h n o l o g y  etc. But e ve n when i n v e s t m e n t  
had been raised, it w ou l d still be n e c e s s a r y  to take sp ecial job c r e a t i o n  
and r e t r a i n i n g  m e a s u r e s  to r a i se  e m p l o y m e n t  levels. I nf l a t i o n  too w o u ld  
have to be p r e v e n t e d  f r o m a c c e l e r a t i n g ,  by f l e x i b l e  p ri c e co nt ro ls . 
A a r o n o v  itch c o n c l u d e s  his " e x p a ns i on " c h a p te r  wi th  a s om e w h a t  f u z z y
d e s c r i p t i o n  of how a n e c e s s a r y  c en tr al w a g e s  p o l i c y  cou ld  be r e c o n c i l e d  
with f ree wa ge b a r g a i n i n g  by t ra d es  unions.
He then turns to (democratic) pl an n in g,  the b asic j u s t i f i c a t i o n  of w h i c h  is 
the ba si c  hu man  rig ht  for p e o p l e  to be i nv olved in d e c i s i o n s  a f f e c t i n g
them. S in c e e c o n o m i c  and h e n ce  p o l i t i c a l  power is so c o n c e n t r a t e d , eg in 
200 large co m pa n ie s,  the re  m u st  be a m a j o r  c h a n g e  in social and p r o p e r t y
relations. T hi s i nv o lv es  in cr e as ed  p u b l ic  o w n e r s h i p  - on a m o r e
d e m o c r a t i c  b a si s than p r e s e n t  p u b l i c  c o r p o r a t i o n s ;  A a r o n o v  itch w ou l d e x t e n d  
p ub li c o w n e r s h i p  r a t h er  f a r t h e r  than H o l l a n d  - and CPAs. A a r o n o v  itch
m a k e s  the po in t that o v e r c e n t r a l i s e d  p l a n n i n g  is not only w r o n g  in
(democratic) p r i n c i p l e  but al so  in p r a c t i c e  b e c a u s e  of f o r e c a s t i n g  
i m p os s ib il i ti e s,  c o m p l e x i t i e s  of m o d e r n  e c o n o m i c  r e l a t i o n s h i p s ,  lack of
power and i n f o r m a t i o n  d é f i c i en c es . Thus, like H olland, he a s s i g n s  to the 
Central G o v e r n m e n t  a limited nu m be r of "crucial n at io na l m a c r o - e c o n o m i c
de ci si on s:  the s h a r e s  of in ve stment, pe rs o na l and c o l l e c t i v e  c o n s u m p t i o n ;
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the d i s t r i b u t i o n  of income; m a j o r  (long-term) i n v e st m en t d e c i s i o n s . . . . .and 
regi on al  p o l i c i e s "  E n t e r p r i s e s  w o ul d  then be left to o p e r a t e  a c c o r d i n g  to 
normal m a r k e t  and p r i c e  m e c h a n i s m s ,  s u b j e c t  to o b s e r v a n c e  of a "code of 
co nd uc t" , p r e s u m a b l y  ce ntral in the CPA.
F ro m the e x p e r i e n c e  of the 1 9 7 4 - 1 9 7 9  L a b o u r  G o v e r n m e n t , A a r o n o v i t c h  d r a w s 
t hree c o n c l u s i o n s  ab ou t CPAs:
1. T h ey  mus t be c o m p u l s o r y  (for 200 or 30 0 firms).
2. The w or kf o rc e,  e s p e c i a l l y  t r a de  u n i o n s / s h o p  st ew a rd s,  m ust be 
i nVO 1v e d .
3. T hey  can onl y p r o p e r l y  be set up w i th i n  the f r a m e w o r k  of s om e 
"overall set of n at io na l  o b j e c t i v e s . "
D i s t i n c t i v e l y ,  however, A a r o n o v  itch a lso  s t r e s s e s  the i m p o r t a n c e  of small 
and m e d i u m - s i z e d  firms, o f t e n the m a in  e m p l o y e r s  ap ar t  f r o m  pu b li c s e r v i c e s  
and local a u t h o r i t i e s  in the inner cities. H e re  t h e r e  cou ld  be p l a n n i n g  
a g r e e m e n t s  b e t w e e n  local g o v e r n m e n t  and firms. T his idea has b een
d e v e l o p e d  f ur th e r by S h e f f i e l d  C i ty  Coun ci l,  the West M i d l a n d s  M e t r o p o l i t a n  
Council and the G r e a t e r  L o n d o n  Council.
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The L o nd o n  In du strial S t r a t e g y  (GLC, 1984) is a reg io na l p lan  which it was 
hoped could work i n d e p e n d e n t l y  of any na tional plan. Th e G re at er  L o n d o n  
E n t e r p r i s e  Board (GLEB) had a c ru ci al  role akin to that of the NEB  in 
a s s i s t i n g  and f u n d i n g  b u s i n e s s  d e v e 1o p m e n t s , e s p e c i a l l y  when they w e r e  
t a il o r e d  to meet social ne ed s and in crease e m p l o y m e n t  (or p r e v e n t  it 
f alling). The LIS, however, wa s ba se d on what m i g h t  be c a l le d  a 
p o s t - K e y n e s i a n  p h il os o ph y , as e x p o u n d e d  by Robin M u r r a y  (1985), the G L C 's  
D i r e c t o r  of Industry. He a r g u es  that d e - i n d u s t r i a l i s a t i o n  has now g o n e  so 
far that c o n v e n t i o n a l  r e f l a t i o n  would m e r e l y  lead to i n f l a t i o n a r y  p r e s s u r e  
and b a l a n c e  of p a y m e n t s  d i f f i c u l t i e s .  F u r t h e r mo r e,  m u l t i - n a t i o n a l
c o m p a n i e s  would still be free to o b s t r u c t  g o v e r n m e n t  p o l i c i e s  and, m o st  
important, r e f l a t i o n  wo ul d be ir r el e va nt  to issues rai se d by c u r r e n t  
t ransf ormat ion of p r o d u c t i o n  - w hat  M u r r a y  c al l s the c h a n g e  from F o r d i s m  
(mass p ro du ct io n)  to " Ne o - F o r d i s m "  or f l e x i b l e  s p e c i a l i s a t i o n " .
F l e x i b l e  s p e c i a l i s a t i o n  m e a n s  the c o m p u t e r  isation of all s t a ge s  of p l a n n i n g  
and p r o d u c t i o n  and d i s t r i b u t i o n  pro ces se s,  and the u se  of a l l - p u r p o s e  
m ac h i n e r y .  It may  i nv ol ve  m uch  g r ea t e r  use  than h i t h e r t o  of
s u b - c o n t r a c t  i ng and f r a n c h i s i n g  and can lead to a dual labour f or ce  - on e 
h ig h ly  s ki ll ed  and h i g h ly  paid, the ot he r d e s k i l l e d  and e m p l o y e d  on 
p a r t - t i m e  or casual terms. T his d e v e l o p m e n t  s e e m s to h ave been taken 
f u r t h e s t  in Japan, Italy (the h om e  of B e n e t t o n ), G e r m a n y  and S c a n d i n a v i a  
and is c au s i n g  c o m p e t i t i v e  p r o b l e m s  for Br it is h  and US industry. The
i nf e re n ce  is, a c c o r d i n g  to Murray, that the focus of g o v e r n m e n t  p o l i c y  m us t 
be s h if te d  from "money and m a r k e t s "  (as in m a c r o - e c o n o m  i c d e ma nd  m a n a g e m e n t
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or i n di c a t i v e  p l a n n i n g  po li ci e s)  to " p r o d u c ti o n"  so that the r e - s t r u c t u r i n g  
that is t ak i ng  p l a c e  may be in the i n t e r e s t s  of labour and social need 
r a th er  than ca pital and profit.
He does not a c t u a l l y  invoke C P A s but they wo ul d be a n a tur al  i ng re d ie n t of 
the s y s t e m  o u t l i n e d  on the b a s i s  of GLC e x p e r i en ce .  An NEB s ho ul d be the 
p r i m a r y  i ns tr um en t  of p u bl i c  i n t e r v e n t i o n  in in dustrial r e - s t r u c t u r i n g .  It 
wo ul d as s is t m e d i u m - s i z e d  f i r m s  o t h e r w i s e  i nc a p a b l e  of the i n no v a t i o n  
n e c e s s a r y  to meet i n t e r n a ti o na l c o m p e t i t i o n  and some m u l t i - n a t i o n a l s  m i g h t 
a ls o need such a s s i s t a n c e  to "e s c a p e  f ro m  Fordis m" . For this a new s y s t e m  
of in ve st me n t ap pr ai sa l and social a c c o u n t i n g  would h ave to be d e vis ed  and 
the w o r k f o r c e  m us t be involved, not o n ly  on d e m o c r a t i c  g r o u n d s  but a lso  to 
tap their "deep k no wl ed g e" .  T he  res ul t would be " de t ai le d p o p u l a r
plann in g,  s ect or  by s ect or  and f i rm  by firm, a n d ......a c a p a c i t y  for
i n t e r v e n t i o n  at a na tional, as well as a local, level".
Such c o n c e n t r a t i o n  on m i c r o - e c o n o m i c s  is c r i t i c i s e d  by G ly n n (1985 a,
1985 b ): at best, the L IS  and c o m p a r a b l e  i n i t i a t i v e s  t h r o u g h o u t  the
c o u n t r y  would only c r e a t e  a b o ut  5 0 , 0 0 0  j obs  a year. M a c r o  m e a s ur e s,
i n cl u d i n g  g r e a t l y  in cr ea se d p u b l i c  e xp e n d i t u r e ,  w i t h i n  a c o h e r e n t  sector, 
r eg io na l and n ational plan are n e c e s s a r y  to c r e a t e  "a m i l l i o n  j ob s  a year". 
At the sam e time, t here wou ld  h av e to be e f f e c t i v e  c o n t r o l s  over f o r e i g n  
e x c h a n g e  mo ve me n ts , trade, pr ices, c re di t  and in ve stment. "The c r e di t
s y s t e m ....... and all the c o m m a n d i n g  h e i g h t s  of the e c on o my " m us t  be
n a t i o n a l i s e d  and all m a j o r  c o m p a n i e s  s u b j e c t e d  to " t h o r o u g h g o i n g  d e m o c r a t i c
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p l a n n i n g  and co ntrol", i e c o m p u l s o r y  p l a n n i n g  a g r e e m e n t s  w ith the w o r k f o r c e  
as well as g o ve rnme nt.
I n t e r e s t i n g l y , A a r o n o v  itch (1986) has d e v e l o p e d  d o u b t s  ab ou t the A ES as
p r e v i o u s l y  e xp o un de d . He a g r e e s  w i t h M u r r a y  that the c h a r a c t e r  of the
p r o b l e m  has c h an g ed  wit h the i n c r e a s e  in u n e m p l o y m e n t ,  the e x t e n t  of
d e - i n d u s t r i a l i s a t i o n  and t e c h n o l o g i c a l  change, and d e v e l o p m e n t s  in 
i n t e r n a ti o na l b a n k i n g  and f ina nc e,  but m a c r o  e x p a n s i o n  of p u b l i c
e x p e n d i t u r e  is ca l le d  for. New p r i o r i t i e s  are to m ee t  social needs, t h r o u g h
imp ro ve d social s e r v i c e s  ,and the m o d e r n  isation of industry, t h r o u g h
c en tral and local g o v e r n m e n t  i n t er v en ti o n.
The d e v e l o p m e n t  and e x p o s i t i o n  of o f f i c i a l  L ab o ur  P a r t y  policy, how ev er , is 
in the han ds  of Roy H a t t e r s  1ey ( Sh adow C ha n ce l lo r)  and John P r e s c o t t  
( Sp ok e sm a n on E m p l o y m e n t ) . A s e r i e s  of p o l i c y  s t a t e m e n t s  reveal
d e v e l o p m e n t s  based on e a r l y s e v e n t i e s  t h i n k i n g  and e x p e r i e n c e  in g o v e r n m e n t
f ro m 1974 to 1979 ( T UC /La bo ur  P a r t y  1 9 8 2 , 1 9 8 5  ; L a bo u r  P a r t y  1985? P r e s c o t t  
1 9 8 5 . T h e r e  wo ul d  be several i n s t i t u t i o n a l  i n n o v a t i o n s  and c h a n g e s  in an
" i n t e r v e n t i o n i s t "  rat he r than i n d i c a t i v e  a p p r o a c h  to p l an nin g.  T h e s e
i n cl ud e a D e p a r t m e n t  of E c o n o m i c  and Social P l an nin g,  c o m p l e m e n t e d  by
reg io na l p l a n n i n g  boards? a r e s t r u c t u r e d  N EDC to f orm  a N at i o n a l  P l a n n i n g  
C ou nc il that wo ul d p r o d u c e  a N a t i o n a l  E c o n o m i c  A s s e s s m e n t  and c o o r d i n a t e
the w ork of S ec t o r  P l a n n i n g  C o m m i t t e e s ?  a B r i t i s h  E n t e r p r i s e  Board (the NE B 
recast) w hi c h w o ul d work w it h local e n t e r p r i s e  b oa rds? and a N at i o n a l
I n v e s t m e n t  Bank.
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CPAs w o u l d be im po rt an t - a l t h o u g h  H a t t e r s l y  (1985) b e l i e v e s  the ir  
i m p o r t a n c e  has been "g r o t e s q u e  1 y o v e r s t a t e d " - in c o n t r o l l i n g
m u l t i - n a t i o n a l s  and in c o n j u n c t i o n  w i t h  the Nati on al  I n v e s t m e n t  B a nk  and
the w ork  of the S ec t o r  P l a n n i n g  C o m m i t t e e s .  L e v e r a g e  on m u l t i - n a t i o n a l s  
w o ul d be e x e r c i s e d  t h r o ug h  the r e q u i r e m e n t  to e n te r  a CPA b e f o r e
a ss is t an ce ,  eg in location, was g r a n t e d  by g ov er n me n t,  t h ro u g h  p u b l i c  
s ec t o r  p u r c h a s i n g  policy, t h r o u g h  i n t e r - g o v e r n e m t a l  and i n t e r n a t  i onal
a g r e e m e n t  and th ro u gh  s u p p or t  for i n t e r n a t i o n a l  trade u ni on is m.  It is not 
c le ar  that a t t e m p t s  would be m a d e  to o b l i g e  m u l t i - n a t i o n a l s  to e n t e r  C PA s 
if they w e r e  not s e e k i n g  a s s i s ta n ce .  In the c ase of d o m e s t i c  c o m p a n i e s  
also, it s e e ms  that CPAs w o u ld  be c o m p u l s o r y  for f i r m s  in r e c e i p t  of
a s s i s t a n c e  such as ch ea p loans f ro m the NIB. T hus a c c e p t a n c e  of f i n a n c i a l  
a s s i s t a n c e  w o u l d entail w i d e r  c o n t r a c t u a l  o b l i g a t i o n s  than s i m p l y  c a r r y i n g  
t h r o ug h  the p r o j e c t  in q u e s t i o n  and s t i c k i n g  to the te rm s of r e p a y me nt , 
i n c l u d i n g  a c c e p t a n c e  of e m p l o y m e n t ,  labour r e l a t i o n s  and e n v i r o n e m t a l
o b 1 i gat ions.
Much e m p h a s i s  is p la c ed  on the w ork of S e c t or  P l a n n i n g  C o m m i t t e e s  w h i ch 
wo ul d be v e ry  d i f f e r e n t  f r o m  p r e v i o u s  and s u r v i v i n g  i n du s t r y  and s e c t o r
EDCs. T h e y  w o u l d h ave s t a t u t o r y  p o w e r  to n e g o t i a t e  w ith f i r m s  and compel
d i s c l o s u r e  of i n fo r m a t i o n  d e e m e d  n e c e s s a r y  for the d e v e l o p m e n t  of s e c t o r  
plans. T h e s e  plans, s t r i k i n g  a b a l a n c e  b e tw e e n  social and c o m m e r c i a l  
o b j e c ti v es , w o u ld  be used in i n t e r - s e c t o r a l  and o ve ral l p l a n n i n g  and c o u ld
a lso be used by s m a l l e r  f i r m s  as a b a s i s  for their long term p la n ni ng .  The
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CPA c o n c e p t  f its  in with this t ype  of p l a n n i n g  but it is not m a d e  c l ea r  
w h e t h e r  C PAs  w o u ld  be c o m p u s l o r y  for all f i r m s  abo ve  a c e r t a i n  size.
The SDP, the L i be ra l P a rt y  and t o g e t h e r  as the A l l i a n c e  p r o d u c e d  e c o n o m i c  
and p o l i c y  p a p e r s  w hi c h s t r e s s  c o m p e t i t i o n  p o l i c y  and the need to e n c o u r a g e
small b u s i n e s s e s  and c o - p a r t n e r s h i p  m o r e  than La b ou r  and the need for 
i n t e r v e n t i o n  m o r e  than the C o n s e r v a t i v e s .  T h e r e  is a ls o frank a c c e p t a n c e  of 
the n e c e s s i t y  for in comes p o li cie s.  T h e r e  is much a bo u t c o n s u l t a t i o n  and 
c o n s e n s u s - b u i 1d i n g , eg th ro u gh  the NEDC, and about p o li t i c a l  s t r u c t u r e s .
SDP p o l i c y  (see P o l i c y  D o c u m e n t  No 1, 1984) s p ea k s  of c o n s t r u c t i n g  a
"s t r a t e g y " (not plann in g)  for growth. In this there w o u l d
be jse/ecif/Ve i n t e r v e n t i o n  - to sp ee d up c h a n g e  and m i t i g a t e  the social
c os ts  of the c o n t r a c t i o n  of s e c t o r s  wh ic h have d i m i n i s h i n g  m a r ke t s.
I n t e r v e n i n g  a g e n c i es w ou I d be an e x p a n d e d  B ri t is h T e c h n o l o g y  Gr ou p (with 
wh ic h the NEB has b ee n merged) and p u b l i c  p u r c h a s i n g  policy. T h e r e  a hint
of s ome  f o rm  of CPA  s y s t e m  or at least s o me  c o nt r a c t u a l  a r r a n g e m e n t  in the i 
s t a t e m e n t  (in P o l i c y  D o c u m e n t  No. 2, 1984, p ag e  11) that "the g o v e r n m e n t
shoul d u se large and e s t a b l i s h e d  f i r m s  as one a g e n cy  t h ro ug h  w h i c h  to 
i mp lem em t its n ati on al  i n n o v a t i o n  p o l i c y  as F re n ch  g o v e r n m e n t s  s i n c e  th e |
war have  a l w a y s  done". Li beral P a r t y  P o l i c y  s t a t e m e n t s  (eg Cowie, 1984) !
Ic o n c e n t r a t e d  on a g g r e g a t e  d e m a nd  m a n a g e m e n t  in c o n s o rt  w ith a d e c e n t r a l i s e d  Ii
in comes p o l i c y  and indust ri al  de m oc ra c y,  with no hint of a n y t h i n g  like |
!
CPAs. T h e re  is a l so  the A l l i a n c e  " W o r k s e a r c h "  p r o j e c t  f r o m  w hich has c o m e  a ,
I
plan for e c o n o m i c  r e g e n e r a t i o n  in Y o r k s h i r e  and H u m b e r s i d e  (Cummins, 1986). |
This c o n t a i n s  p r o p o s a l s  for local g o v e r n m e n t  r e f o r m  and i nn ov a ti on ,  |
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regi on al f i n a n c i n g  of i nd us t ry  and e x p e n d i t u r e  on e d u c a t i o n  and
i n fr a st ru ct u re , with n o t h i n g  about c o m p a n y  p l a n n i n g  and i n t er r e l a t  ion w ith  
local and r eg io na l  inst it ut io ns .
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5 £xperfsY7ce viith P l a n n i n g  P g r s e m & n t s  in o t h e r  C o u n t r i e s
H o l l a n d ’s a d v o c a c y  of C P As  was ins pi re d by k n o w l e d g e  of p l a n n i n g  a g r e e m e n t s  
e l s e w h e r e  in W e s t e r n  Europe, n o t a b l y  France, B e l g i u m  and Italy. F r e n c h  
e x p e r i e n c e  is the m o st  e x t e n s i v e  but the It al ian  has had m o r e  impact in 
s p e c i f i c  s e c t o r s  w h i l e  in B e l g i u m  m o r e  of a t h e or et i ca l , s y s t e m a t i c  b a s i s  
has been dev el op ed .
H o l l a n d  (1975, p a g e  323) s u g g e s t s  that som e of the c r e d i t  for the e m e r g e n c e  
of B e l g i u m  f r o m s 1ow g r o w t h  in the 19 50s  is due to se 1e c t i v e  g o v e r n m e n t  
fi n an ci a l a s s i s t a n c e  to i n du s t r y  t h r o u g h  a p l a n n i n g  a g r e e m e n t  system. 
W h i l e  it is true that B e l g i a n  g r o w t h  was  r e l a t i v e l y  s l u g g i s h  and did 
ac ce le ra t e,  it is not c l e ar  how far this was due to g o v e r n m e n t  i n t e r v e n t i o n  
and how far to the spur of c o m p e t i t i o n  t h r o ug h  B e l g i a n  e n t r y  first into the 
B e n e l u x  c u s t o m s  u n i o n and then the EEC. T h e r e  are f o u r t y p es  of a g r e e m e n t  
or contr ac t,  e n t e re d  into v o l u n t a r i l y  but s ig ne d by b oth g o v e r n m e n t  and 
large co mp an ie s : c o n t r a t s  de p r o g r a m m e  on big b u s i n e s s  p r i c e  increases?
c o n t r a t s  de p r o g r è s  c o v e r i n g  g o v e r n m e n t  f i n a n c e  and p u r c h a s i n g  p o l i c y  in 
a d v a n c e d  t e c h n o l o g y  and i n n o v a t i v e  i ndustries? c o n t r a t s  p r o t o t y p e  to 
e n s u r e  s t a te  c ontrol, for e xam pl e,  t h r o u gh  e q u i t y  par t i c i pat i on in r e t ur n 
for s p o n s e r s h i p  of r e s e a c h  and d e v e l o p m e n t  in n u c l e a r  p o w er  etc? 
and c o n t r a t s  de g e s t i o n  c h i e f l y  in the p u b li c  s e c t o r  w h e r e  m a n a g e m e n t
r e o r g a n i s a t i o n  is m a d e  a c o n d i t i o n  for i n cr eas ed  s t a t e  f u n d i n g  (Holland
1975, p age  226, and 1978, p a g e  211). H o l l a n d  a r g u es  (1975, page  226) that 
the s y s t e m  would be m o r e  e f f e c t i v e  in i n f l u e n c i n g  m u l t i n a t i o n a l  c o m p a n i e s
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if th er e w er e m o r e  p ub l i c  s e c t o r  e n t e r p r i s e s  in m a n u f a c t u r i n g  t hr o ug h w h i c h  
le ve r ag e co ul d be e xe rc is ed .
In Italy, con t rst t az i o n e  p r o g r a m m a i  i ca. h av e been s i g ne d  p r i n c i p a l l y  w ith  
the large, s u b s t a n t i a l l y  a u t o n o m o u s  p u b l i c  e n t e r p r i s e s .  They w er e 
in tr od uc e d in 1968, with the s p e c i f i c  aim of p r o m o t i n g  the d e v e l o p m e n t  of 
m a n u f a c t u r i n g  i n du st ry  in the South, the M e z z o g i o r n o . T h e ir  c o n t e n t  was 
e x c h a n g e  of p l a n n i n g  i n f o r m a t i o n  b e t w e e n  g o v e r n m e n t  and in du s tr y and 
p r o v i s i o n  of i n c e nt iv e s for i nd us t ri a l investment. Th e chief industri es 
c o v e r e d  have b een mot'or v e h ic l es , c h e m i c a l s  and steel. I n c r e a s e d  i n ve s t m e n t  
in the So ut h did follow, but A r c h i b u g i  (1978) a r g u e s  that b u s i n e s s  
in t er es t s b e c a m e  d o m i n a n t  o ve r g o v e r n m e n t  i n t er e st s  and that the initial 
ho pe s of i n v o lv i ng  m e d i u m  and small si ze d fir ms  in the s y s te m  failed. 
F u r t h e r mo r e,  H o l l a nd  a r g u e s  that the g o v e r n m e n t  f a i l e d  to e x e r c i s e  the 
"full lev er ag e of i n fo r m a t i o n "  a v a i l a b l e  to it f rom  the st at e  s e c t o r  to 
i nf l u e n c e  p r i v a t e  s ec t o r  c o m p a n i e s  and b ack up the p l a n n i n g  a g r e e m e n t  
system.
In France, c o n t r a t s  de p r o g r a m m e  w e r e  introduced, a l s o  in 1968, n o m i n a l l y  
to m o n i t o r  and c o nt ro l p r i c e  i n c r e a s e s  in big  b u s i n e s s  (more e f f e c t i v e l y  
than the c o n t r a t s  de s t a b i l i t é  f r o m  1965). T hey i n vo l ve  d i s c l o s u r e  of and 
h en ce  e v a l u a t i o n  of cost s t r u c t u r e s  i n c l u d i n g  r e s e a r c h  and d e v e 1o p m e n t  and 
im po rt s f ro m  f o r e i g n - b a s e d  s u b s i d i a r i e s .  T h e y hav e b e en  s ig ne d  by bot h 
p u b li c  and p r i v a t e  e n t e r p r i s e s ?  a c c o r d i n g  to Gr ee n (1982) the latter have 
been m o r e  s uc c es sf ul . P u b l i c  s e c t o r  c o n t r a c t s  w e r e d e p l o y e d  in i m p l e m e n t i n g
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the p r o p o s a l s  of the 1976 N o r a  R e p o r t  w h i c h r e c o m m e n d e d  m o r e  c o m m e r c i a l  
p o l i c i e s  for s t at e  industries. A c c o r d i n g l y ,  c o n t r a c t s  w e re  d ra w n up whi ch 
g a v e m a n a g e m e n t  of such i n d u s t r i e s  m o r e  s c o p e  to e x e r c i s e  e n t r e p r e n e u r ia 1 
i n i t i a t i v e  in m a rk e ti ng ,  b o r r o w i n g ,  w a ge  s e t t l e m e n t s  and actual
p r i c e - f i x i n g  in retu rn  for a g r e e m e n t  on s p e c i f i c  p e r f o r m a n c e  t ar g et s  and to 
toe the line on g o v e r n m e n t  o v er al l p r i c e  s t a b i l i t y  o b je c t i v e s .  Th e  chief 
r e a s o n s  wh y they have not b een a d h e r e d  to are first, the p r e s s u r e s  on the 
g o v e r n m e n t  to resort again to s h o r t - t e r m  i n t e r v e n t i o n  in the a f f a i r s  of 
s ta t e i nd u s t r i e s  in the w a k e  of the 1974 and 1981 oil p r i c e  r is e s w h i c h  in 
any c ase  r e nd e re d o b s o l e t e  c o n t r a c t s  with e n e r g y  and e n e r g y - r e l a t e d
i n d u s t r i es and second, the w ea k f i na nc ia l p o s i t i o n  of m os t s t a te
industries. By co ntrast, c o n t r a c t s  in the p r i v a t e  s e c t o r  h av e been made, on 
a v o l u n t a r y  basis, c h i e f l y  w it h s u c c e s s f u l  or p o t e n t i a l l y  s u c c e ss fu l
c o m p a n i e s  in g r ow t h  industries, s uc h as e le ct r on ic s . S u b s i d i e s  and c heap 
loans and t e m p o r a r y  import c u r b s  h av e b een  m ade  a v a i l a b l e  in r e t ur n  for 
agree d p e r f o r m a n c e  targets, w ith s a nc t i o n s ,  eg r e t r o s p e c t i v e  i n cr e as e s in 
interest, for f a i l u r e  to m eet  o b j e c t i v e s .  E str in  and H o l m e s  (1984, ci te d in 
H a r e , 1985) c o n c l u d e  that the s y s t e m  has p e r s u a d e d  s om e  c o m p a n i e s  to m a k e  
l o n g e r - t e r m  p la n s than they o t h e r w i s e  would and e n a b l ed  g o v e r n m e n t  
i n v o l v e m e n t  in key i n d u s t r i e s  w i t h o u t  any call for d a y - t o - d a y  i nt er fe re nc e.
F inally, we may not e a CPA w i t h o u t  the n ame in the USA. C h r y s l e r  M ot o r
C o m p a n y  was saved th ro u gh  F e de r a l  finance. S u c c e s s i v e  t r a n c h e s  w er e
a d v a n c e d  o nly  on a c h i e v e m e n t  of a g r e e d  s pe c i f i c  p e r f o r m a n c e  indicators.
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I  V7 THE CASE EOF? CPAs
I. I n t r o d u c t i o n
The c o n c e p t  of c o m p a n y  p l a n n i n g  a g r e e m e n t s  came out of the d e b a t e  on the 
f a i l u r e s  of i n d i c a t i v e  p l a n n i n g  in B r i t a i n  in the 1960s, e s p e c i a l l y  the 
1964 N a ti o na l Plan. It was a r gu e d  that individual c o m p a n i e s  o ug ht  to h ave 
b ee n d i r e c t l y  invo lv ed  in n at io na l e c o n o m i c  p l a n n i n g  w h i c h s h ou l d  be a
c on t i n u i n g ,  e v o l v i n g  p r o c e s s  r a th e r  than a o ne -o ff  e x er c is e . To this end 
the i nv o l v e m e n t  of at least the la rgest c o m p a n i e s  s h o u ld  t ake  the f orm  of a 
formal a g r e e m e n t  b e t w e e n  G o v e r n m e n t  and the c o m p a n y  on s t r a t e g i c  p l a n s  
( co v er in g such t o p ic s  as l oca ti on  of investment, m a n p o w e r  and envi r o n m e n ta 1 
issues on the part of the c o m p a n y  and financi al , p h y s i c a l  p l a n n i n g  and 
i n f r a s t r u c t u r e  i n ve s t m e n t  on the p art  of G ov e rn m en t) .
N e v e r t h e l e s s ,  w h i l e  they m a y  be j u s t i f i e d  as an i n n o v a t i o n  that will e n a b l e  
i n d i c a t i v e  p l a n s to work, they m a y  a l s o be seen as im po rt a nt  m e a n s  to 
e co no mic , social and p o l i t i c a l  e n d s  e ven  in the a b s e n c e  of an i n d i c a t i v e  
plan. T h e r e  are  t h e r e f o r e  m a n y  v a r i e t i e s  of CPA. F r o m  the f o l l o w i n g  ta bl e  
of a l t e r n a t i v e  CPA fe atures, c o m p a r i s o n s  m ay  be d r a w n b e t w e e n  H o l l a n d ’s 
o ri g in al  p r op os al s,  the p r o v i s i o n s  of the 1975 Act and the local a u t h o r i t y  
v a r i a n t  as s u g g e s t e d  by M u r r a y  (1985).
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T Y P O L O G Y  OF C O M P A N Y  P L A N N I N G  A G R E E M E N T S
1 S t a t u s C o m p u l s o r y  with V o l u n t a r y  with
s a n c t i o n s  i n c e n t i v e s
2 With p r o g r a m m e  for
e x te n d e d  p u b l i c  o w n e r s h i p
Yes No
3 In c o n j u n c t i o n  with
national i n d i c a t i v e  p lan
Yes No
4 With g o v e r n m e n t C en tr al Local
5 With trade u n io n  i n v o l v e m e n t  Yes No
H o l l a n d  p ro p o s a l s : 
1975 Act 
L ocal v a r i a n t
lA 2A 3A 4A 5A
IB 2B 3B 4A 5A?
IB 2B 3B 4B 5A
In the c on te x t of an i n d i c a t i v e  plan, the f u n c t i o n  of C P A s is first, in the 
i nf o rm at i on  g a t h e r i n g  p art  of a p la n of the M e a d e  mod el  or the E s t r i n  and 
H o l m e s  v ar i an t  (Estrin and Holmes, 1983) d is c u s s e d  below, and second, in a
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m o r e  i m p e r a t i v e  part of a plan to e n s u r e  the p l a n n e r s ’ o b j e c t i v e s  are 
p r o m o t e d  r at he r  than o b s t r u c t e d  by the  b e h a v i o u r  of v er y  large e n t e r p r i s e s ,  
e s p e c i a l l y  m u l t i n a t i o n a l  c o m p a n i e s  w h o s e  i nt er na ti o na l  i n t er e st s m a y  
d i v e r g e  from the nat io na l e c o n o m i c  or i n dus tr ia l s e c t o r  interest. In bo th 
of the 1960s p l a n s  and in the c o n t i n u i n g  w ork  of the indu st ri al  E c o n o m i c  
D e v e l o p m e n t  C o m m i t t e e s  of the N a t i o n a l  E c o n o m i c  D e v e l o p m e n t  C ou nc il , the 
unit was the industry, not the e n t e r p r i s e  (except in the case of p u b l i c
c o r p o r a t i o n s ) . T hus  t rade a s s o c i a t i o n s  c o m m o n l y  pl a ye d  an i m po rta nt  r ol e  in 
i n f o r ma t io n  g a t h e r i n g  and as a f o r u m  for d e b a t e  on the i n d u s t y ’s r e s p o n s e  
to nat io nal  p l a n n i n g  initiat iv es . T h is  g a v e  rise to sev er al  probl em s.
In a c o m p e t i t i v e  industry, c o m p a n i e s  ma y  not s u p p l y  to the t r a de
a s s o c i a t i o n  a c c u r a t e  or full i n f o r m a t i o n  on f u t u re  p l a n s  that wo ul d be of
v a l u e  to c o m p e t i to rs .  For the s ame  reason, c o n t r i b u t i o n s  to the d e b a t e  on a 
plan may be inhibited. H o w e v e r , e ven if a satisf ac t o r y r e s p o n s e  of the 
i n d us t ry  to the p lan  is a gr ee d  t h r o u g h  the a s s o c i a t i o n  and the E D C , the 
a s s o c i a t i o n  has no e x e c u t i v e  a u t h o r i t y  to i m p le m en t  the plan.
R e s p o n s i b i l i t y  for e x e c u t i o n  r e m a i n s  wit h the i nd iv id ua l c omp an y.
T he re fo re , it is argued, the c en tra l p l a n n e r s  must  deal d i r e c t l y  w it h 
c o m p a n i e s  and then t he re  m ust  be s o m e  f o r m  of c o n t r a c t u a l  a g r e e m e n t  to 
e n s u r e  a c c u r a c y  of i nf o r m a t i o n  and that the plan is not d e l i b e r a t e l y
f r u s t r a t e d  by c o n t r a r y  a c ti o n  by c om pa n ie s . C l e a r l y  it w ou l d not be
p r a c t i c a b l e  to r e q u i r e  all c o m p a n i e s  to m a k e  such co n tr ac t s,  but c o m p l i a n c e  
by the large c o m p a n i e s  only w o u l d be enough.
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A f u r t h e r  p r o b l e m  in i n d i c a t i v e  p l a n n i n g  is that p o s e d  by v e r y  large
b u s i n e s s e s  o p e r a t i n g  in s e ve ra l i n d u s t r i e s  a n d / o r  s ev er al  co u nt r ie s,  
d e s i g n a t e d  "the m e s o - e c o n o m y " by S t u a r t  Holland. Su ch  a b u s i n e s s  m ay
a c c o u n t  for a large, even d o m i n a ti n g,  p r o p o r t i o n  of an i n d u s t r y ' s  a ct iv it y, 
but its o b j e c t i v e s  for that part  m a y  not c o i n c i d e  or c o u ld  be inimical to 
the o b j e c t i v e s  of the r e m a i n d e r  of the indu st ry  and the i n d u s t r y ’s role in 
the plan. This c o ul d  be b e c a u s e  of h or i z o n t a l  int eg ra ti on , for ex ample, the 
i n d u s t r y  b e i n g  s u p p l i e r  to a n o t h e r  in w h i ch  the b u s i n e s s  has an i mp o rt an t 
stake, or b e c a u s e  its i nt e r n a t i o n a l  i n t e r e s t s  c o n f l i c t  w ith the n a ti on al 
interest. In such cases, the i n t e n t i o n  w ou ld  be to p r o t e c t  the i n d us t ry  and 
n at io na l interest t h r o u g h  b a r g a i n i n g  s e a l e d  in a p l a n n i n g  a gr ee me n t.
W i t h o u t  the f r a m e w o r k  of an i n d i c a t i v e  plan, there is a p o te n t i a l  role for 
C P As in f u r t h e r i n g  g o v e r n m e n t  e c o n o m i c  p o l i c i e s  of an i n t e r v e n t i o n i s t  
n a t u r e  with the i n te n t i o n  of i m p r o v i n g  e c o n o m i c  e f f i c i e n c y .  The g o v e r n m e n t  
m ay  w is h to steer large c o m p a n i e s ’ l o n g- te r m p r o g r a m m e s  of i n v e s t m e n t  and 
t e c h n o l o g i c a l  d e v e l o p m e n t  in a p a r t i c u l a r  d i r e c t i o n  or with d i f f e r e n t  
e m p h a s e s  or ra te s of growth. Or the g o v e r n m e n t  m a y  want c o n t r a c t u a l
a g r e e m e n t s  with c o m p a n i e s  on pay  and m a n p o w e r  p ol ic ie s.
C PA s m a y  a lso be usef ul  in i m p l e m e n t i n g  and f o r w a r d i n g  social p ol ic ie s, 
with or w i t h o ut  an i n d i c a t i v e  plan. R eg ional d e v e l o p m e n t ,  ge ne ra l
e m p l o y m e n t  c r e a t i o n  and s e ct i o n a l  e m p l o y m e n t  polic ie s,  for e xample, insofar 
as t hey  are d e p e n d e n t  on b u s i n e s s  c o o p e r a t i o n  r e q u i r e  b a r g a i n i n g  over 
i n c e n t i v e s  and c o m m i t m e n t s  w h i ch  m a y  be f o r m a l i s e d  in a CPA. F in al ly ,
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C PAs m a y  be used to a d v a n c e  p o l i t i c a l  o b je c ti ve s . T h r o u g h  the i n v o l v e m e n t  
of t r ad e s  u n i o n s  and the w o r k fo rc e , in du st ri a l d e m o c r a c y  and p a r t i c i p a t i o n  
g e n e r a l l y  m ay be d e ve lo pe d;  and, by r e s h a p i n g  the o b j e c t i v e s  a n d /o r
s t r a t e g i e s  of b u s i ne ss e s,  they m a y  m a k e  a c o n t r i b u t i o n  t o w a r d s  the 
(socialist) t r a n s f o r m a t i o n  of s oc ie ty .
T h e s e  j u s t i f i c a t i o n s  for C P As  will be  d e v e l o p e d  in the s e c t i o n s  that
follow. It will be n e c e s s a r y  to e x a m i n e  the role of v er y large b u s i n e s s e s ,
e s p e c i a l l y  m u l t i - n a t i o n a l s ,  in the m e s o - e c o n o m y .  It will a l so  be n e c e s s a r y
to c o n s i d e r  both  the t h e o ry  of i n d i c a t i v e  p l a n n i n g  and the r e a s o ns  for the 
f a i l u r e s  of the i n d i c a t i v e  p l a n s of the 1960s in g r e a t e r  depth.
- 92 -
2. The M e s a - E c o n o m y
H o l l a n d  c l a i m s  that the c o m p a n i e s  m a k i n g  up the m e s o - e c o n o m y  are a b l e  to 
r e s t r i c t  c o m p e t i t i o n  and so c h a r g e  h i g h e r  p r i c e s  c a u s i n g  real e c o n o m i c  loss 
t hr o ug h erecting b a r r i e r s  to entry. T h r o u g h  their a b i l i t y  to a r r a n g e  
t ra n s f e r  p r i c e s  b e t w e e n  s u b s i d i a r i e s ,  m u l t i n a t i o n a l s  a m o n g  their n um be r  can 
d i s t o rt  i n t e r n a t io n al  t r a d e . T h e r e  are, h o w e v e r , w ays  of d isgu ising s uch 
a ct i vi ti es . D e c l a r e d  p r o f i t s  can be 'm a n a g e d ’ so as not to a p pe ar  e x c e s s i v e  
w ith p r o f i t a b i l i t y  in line with or lower than in s m a l l e r  c o m p e t i n g  
c om pa ni e s.  S m a l l e r  fi rm s  ma y  eve n be s h e l t e r e d  so as to a vo i d the 
s t r i c t u r e s  of a n t i - m e r g e r  and m o n o p o l y  polic ies .
Such c h a r g e s  are d i f f i c u l t  e i t h e r  to p r o v e  or d isp ro ve . But H o l l a n d ’s 
th e si s a s s u m e s  a g r o w i n g  m e s o - e c o n o m y  and one whi ch  is g r o w i n g  m o r e  
powerf ul . He e m p h a s i s e s  the i n cr e a s e d  c o n c e n t r a t i o n  of m a n u f a c t u r i n g  
i nd us tr y in the f irst 70 y e a r s of this c e n t u r y  as d e m o n s t r a t e d  by P r a i s  
(1976) and e x t r a p o l a t e s  it to 1980 and beyond. The top 100 c o m p a n i e s  in 
m a n u f a c t u r  i ng h ave a c c o u n t e d  and will a c c o un t  for an ever i n c r e a s i n g  
p r o p o r t i o n  of total net output. By the s ame token, t he re  is an e ver 
d i m i n i s h i n g  nu m be r  of c o m p a n i e s  a b o v e  a c e r t a i n  size in real terms. T hu s
H o l l a n d  as an i l l u s t r a t i o n  of the n u m b e r  of c o m p a n i e s  that m i g h t  be 
r e qu i r e d  to m a k e  p l a n n i n g  a g r e e m e n t s  c i t e s  the 180 c o m p a n i e s  that, w i th  a 
t u r n o v e r  of £50 m i l l i o n  or more, f o r m ed  " C a te g or y 1" in the P r i c e  C ode 
s y s t e m  in 1973. As time goes on, c o n c e n t r a t i o n  will i nc r ea se  and the 
n um be r of c o m p a n i e s  to be t i g h t l y  s u p e r v i s e d  will fall.
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A l l o w i n g  for i nf l at io n (using the "total home  c o s t s " G DP deflat or ) £50
m i l l i o n  in 1973 was wo rt h  £138 m i l l i o n  by 1985. A 1 t e r n a t i v e 1 y , a l l o w i n g
a ls o for e c o n o m i c  g r o w t h  (as r e f l e c t e d  in the i ncr ea se  in the v a l u e  of GDP, 
a v e r a g i n g  the income and e x p e n d i t u r e  m et hod s)  it was e q u i v a l e n t  to £ 2 32  
m i l l i o n  in 1985. A c c o r d i n g  to the F i n a n c i a l  T im e s "Top 500" (26 N o v e m b e r
1986) the re  we re  205 c o m p a n i e s  w it h t u r n o v e r  in e x c e s s  of £ 1 98  m i l l i o n  and 
188 in e x c e s s  of £ 2 32  m i l l i o n  in 1985. T his  s u g g e s t s  little, if any, 
i nc r ea se  in c o n c e n t r a t i o n  in 12 y e a r s . T h e s e  c omp an  i es are not r e s t r i c t e d  
to m a n u f a c t u r i n g . But p o s s i b l e  w e a k n e s s e s  in H o l l a n d ’s c a se  are his
e m p h a s i s  on m a n u f a c t u r i n g ,  wh ic h is of d e c l i n i n g  i m p o r t a n c e  in the UK 
economy, and r e l i a n c e  on a p r o j e c t i o n  of the past rate  of i n cr e a s e  in the 
top 1 0 0 ’5 s h a re  of output.
On the b a s i s  of this m e a s u r e  c o n c e n t r a t i o n  has not c h a n g e d  m uc h  s i n c e  1970. 
H a n n a h  (1976) c a l c u l a t e d  that the top 100 c o m p a n i e s  a c c o u n t e d  for 45 % of
net o ut pu t  in m a n u f a c t u r i n g  i n du s t r y  in 1970 wh il e P r a i a ’s (1976) e s t i m a t e  
was 46 %. C e n s u s  of P r o d u c t i o n  R e p o r t s  (Busin ess  M o n i t o r  PA 1002) s h ow  that
c o m p a r a b l e  f i g u r e s  w e re  4 3 . 3 %  in 1971, 4 9 . 4 %  in 1979 and (on the new
S t a n d a r d  In du st ri al  C l a s s i f i c a t i o n )  o nl y  4 5 . 9 %  in 1985. T h e s e  f i g u r e s
r e l a te  to p r i v a t e  s e c to r  e n t e r p r i s e s  e m p l o y i n g  100 p e r s o n s  or more. A m o r e  
c o m p r e h e n s i v e  s e ri e s  s h ow s  the top 100 p r i v a t e  e n t e r p r i s e s ’ s h a r e  of all
m a n u f a c t u r i n g  net output. As well as s h o w i n g  a lower level of
c o n c e n t r a t i o n ,  this sh ow s  s om e inc r e as e b e tw e e n  1971 and 1979, but
s u b s e q u e n t  e a s i n g  to just 3 7 . 3 %  in 1985.
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Top lOO Companies Share of Manufacturing Output
Total m a n u f a c t ­ Top 100 p r i v a t e Top 100 as Top 100 a
u r i ng  net o utp ut se c to r e n terpr i ses-X- % of total f i rms emp
net ou tp ut 100 m o re
£ m i l l i o n £ m i l l i o n
1971 2 0, 624 7, 662 37. 1 43.3
1972 22 , 78 5 8 ,5 0 9 37. 4
1973 26 , 60 0 10,651 40. 0
1974 3 3 ,0 4 8 13,207 40. 0
1975 36 , 94 8 14,769 4 0.0
1976 4 4, 4 34 17,797 40. 1
1977 50 , 86 2 2 0 , 01 2 3 9.3
1978 5 6, 83 4 22,161 3 9. 0
1979 66,351 2 6 ,7 1 3 40. 2 49. 4
1979# 6 4 ,1 43
1980# 6 8 ,4 75 2 6 , 3 88 38. 5
1981# 7 0, 61 5 2 7, 0 7 0 3 8.3
1982# 7 4 , 8 17 2 9 , 5 7 4 3 9.5
1983# 80 , 80 4 3 2 , 1 6 5 39. 8 48.2
1984# 8 7, 8 10 3 2 , 6 5 7 37. 2 45.4
1985# 9 4 , 3 85 3 5 , 1 1 5 37. 3 45.9
Source: Annual issues of "C en su s of P r o d u c t i o n  S um ma ry " (Bus. Mon. Pf
* 100 largest in terms of net o u tp u t  # On 1980 SIC
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F u r t he r  c om m en t  on this c o n c e n t r a t  ion p l a t e a u  r e q u i r e s  i n v e s t i g a t i o n  of 
its s ect or al  pattern. F iv e i n d u s t r i e s  accoun te d,  in 1983, for 6 0 %  of the 
Top 100 c o m p a n i e s  net ou t pu t  but o n l y 4 2 %  of all net output, their d e g r e e  
of c o n c e n t r a t  ion r an gi n g f rom  7 1%  to 43%.
C o n c e n t r a t i o n  by I nd us t ri al  S e c t o r  in 1983 
In du s tr y Total net o u tp u t  Net o ut p ut  by Top 100 Top 100 as
p r i v a t e  s e cto r e n t e r p r i s e s  % of total
£ m il l i o n
M otor v e h i c l e s  
O f f i c e  m a c h i n e r y  
Food, drink, 
t ob a cc o 
El e ct r i cal and 
e 1e c t r o n i c  e n g . 
C hem icals
£ m i l l i o n  
4, 38 2 
1 , 151
12,203
8,031 
8, 124
3, 105 
808
7,291
4, 568 
3, 51 7
71
70
60
57
40
All other 4 6 ,9 1 3 12,875 27
Total m a n u f a c t u r i n g  8 0 , 80 4 3 2, 26 5 3 9 . 8
Source: "Census of P r o d u c t i o n  S u m m a r y "  (Business M o n i t o r  PA 1002)
Strai g h t f o r w a r d  c o m p a r i s o n s  of t h e se  f i g u r e s  w ith  p r e - 1 9 8 0  o nes  are 
p r e v e n t e d  by the c h a n g e  in the SIC. T he  Index of In du st ri al  P r o d u ct i on ,
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h o w e ve r  may be c a l l ed  in aid. D u r i n g  the n in et ee n s i x t i e s  and se ve nt i es , 
when c o n c e n t r a t  i on was i ncreasing, o ut pu t  of t he se  i n d u s t r i e s  was g r o w i n g  
at an a bo v e a v e r a g e  rate. F r o m  1979 to 1983 their o ut p ut  fell, not 
m a r k e d l y  less than average, but f r om  1983 to 1987 it r ose  again at an 
a b o v e  a v er a ge  rate. Th is  i n d i c a t e s  s om e p o s i t i v e  r e l a t i o n s h i p  b e t w e e n  
o v er al l c o n c e n t r â t  ion and the rate of growt h of the m o st  c o n c e n t r a t e d  
industries. It ma y  well be that the recent r e c e s s i o n  held back the 
p r o c e s s  of c o n c e n t r a t i o n  and that r e c o v e r y  has set it g o i n g again. 
However, as will be d i s c u s s e d  later, it is likely that g r o w th  in 
m a n u f a c t u r i n g  will not c o n t i n u e  at the 1 98 3- 19 87  rate, that its s h ar e  of 
total outp ut  will d e c l i n e  and that small and m e d i u m  s i z e  fir ms  will be 
r e s p o n s i b l e  for m uch  of what g r o w th  t here is.
M or e d et ai l ed  industrial and o t h er  s ec toral a n a l y s i s  will follow, but the 
p r o v i si o na l c o n c l u s i o n  is that c on ce n t rat i on in m a n u f a c t u r i n g  has not 
i ncreased and is u n l i k e l y  to i n cr e as e  in fu t ur e at a n y t h i n g  like the rate 
f o re c a s t  by Holland.
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M a n u f a c t u r i n g  O u t p u t  G r o w t h
% per an nu m
19 61-71 1 9 7 1 - 7 9  1 97 9 -8 3 1 9 83- 87
C o n c e n t r a t e d  i ndustries:
Food 1.6 0.9  0.8 0.7
Drink and t o b a c c o  3.7  3.2 -1.6 1.2
C h e m i c a l s  6.1 3 .9 -0.5 5.0
E l e ct r ic al  and
i nst ru me nt  eng. 5.2  3. 0 1.5 5.9
Motor v e h i c l e s  4,1 - 1. 5 -7.7 2.0
Total a b o ve  4.1 2. 0  -2.1 4.3
All other 2.2 0.2 -3.6 1.4
Total 2.8 0.9 -3.0 3.1
Sources: Na ti on a l A c c o u n t s  "Blue Books" for 1983 and 1986;
" B ri ti sh  B u s i n e s s "
A s ec to r w he re  c o n c e n t r â t  i on is high and still i n c r e a s i n g  is re ta il in g. 
Again, it is m uch  g r e a t e r  in s ome  s u b - s e c t o r s  than others. T h er e  a re
v a r i ou s  m e as ure s.  The retail e n q u i r y  for 1984 s h ow s  the t u r n o v e r  by 
c o m m o d i t y  gro up  a c c o u n t e d  for by the largest five and the largest ten 
e n t e r p r i s e  groups. Ap ar t f r o m  the r e l a t i v e l y  small TV hire area, 
c o n c e n t r a t  i on is g r e a t e s t  in food and cl othing.
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Concentrât ion Ratios in Retailing in 1984
C o m m o d i t y  Group
Food
Drink, c o n f e c t i o n a r y ,  t o b a c c o  
Cl ot hi ng , fo otwear, leather 
H o u s e h o l d  g oods 
O t h er  n on - fo od  g o od s 
H ir e and repa ir
T u r n o v e r  
£ m i l l i o n  
2 5 , 8 6 6  
1 2 ,0 17 
1 3, 13 4 
16 , 32 9 
12,871 
1 , 498
% a c c o u n t e d  for by largest: 
Five g r o u p s  Ten g r o u p s
28. 2 
14.5 
30. 3 
15.7 
20. 3 
61 . 8
41. 1 
21 . 9 
3 9 .9 
25. 5 
26. 1 
67. 2
Total retail trade 8 2 , 3 4 2 15. 6 2 3 .8
S o u r c e : " R e t a i 1 ing" (Busi ne ss  M o n i t o r  SD025) B u s i n e s s  S t a t i s t i c s  Office. 
T hi s m e a s u r e  was o n l y i nt r o d u c e d  in 1982 and the f i g u r e s  for that y ear 
are not in the s am e b r o a d c o m m o d i t y  groups. They do show, h o w e v e r  that 
b e t w e e n  1982 and 1984, the la rgest f iv e and the la rg es t ten i n cr eas ed 
th ei r s h a r e  of total retail t r ad e  f r om  14.4% to 1 5 . 6 %  and f r om  2 2 . 0 %  to 
2 3 . 8 %  r e s p e c t i v e 1 y , and of, for exa mp le , f o o t w e a r  s a l e s  f ro m 4 3 . 3 %  to 
4 4 . 2 5  and 5 2 . 8 %  to 5 3 . 3 %  r e s p e c t i v e l y .
An a l t e r n a t i v e  m e a s u r e  is the p e r c e n t a g e  of trade held by e n t e r p r i s e s  of 
a b o v e  a c e r t ai n  size. In the m o n t h l y  Retail Sales, "large" b u s i n e s s e s  are 
t ho se  h av in g t u r n o v e r s  of £2 m i l l i o n  or m o r e in 1982 and "very large" 
t h o s e over £9 million.
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Shares of Retail Sales accounted for by large businesses
% 1980 1987
G r o c e r s  7 9 . 6  8 7.6
V ery large g r o c e r s  5 6 . 8  7 1 . 3
M e n ’s and b o y ’s wear 53.1 5 8. 6
W o m e n ’s, gir ls  and in fants wear 4 4. 6  5 7.4
H o u s e h o l d  g oo ds  4 8. 7  5 6.8
All b u s i n e s s e s  6 2. 9 68.6
Source: de rived f ro m "Retail Sales" (Busi ne ss  M on i t o r  SDM28), April 1988
F ur t he r  size r a n k i n g s  are c o m p i l e d  by The  F i na nci al  Times. The FT Top 500 
is a s u r ve y  of E u r o p e ’s b i g g e s t  co m pa ni e s.  The m a in  e m p h a s i s  on r a n k i n g  by 
s tock m ark et  c a p i t a l i s a t i o n ,  w hi c h is of limited us e in the p r es e nt  c o n t e x t  
but the re  are a lso r a n k i n g s  by t u r n o v e r  and e m pl oym en t.  Ra n ke d  by t ur no ve r, 
the 50th UK c o m p a n y  (Nor th er n Foods) is 126th in Europe. This ranking, 
however, e x c l u d e s  the f i n a nc i al  sector. A n a l y s e d  by sector, the UK top 50  , 
c l a s s i f i e d  by m a in  a ct i vi ty , are as follows:
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Top 50 UK Companies
T u r n o v e r  ra n ki n g
M a n u f a c t u n i n g ,  of w hi ch 
Food 
Br e we rs  
□ i 1
M i n i ng 
Ut i 1 i t i es
T r an s p o r t  and c o m m u n ica ti on s
Food r e t a i l i n g
S to re s
O v e r s e a s  t r ad er s  
Banks
L e i s u r e  s e r v i c e s
27
6
3
4
2
2
3
5 
5 
2
not a p p 1i cab 1e 
ni 1
E m p l o y m e n t  r a n k in g 
31
6
4
1
1
nil
1
4
5 
1 
4 
2
By e it he r c riteria, over half the largest c o m p a n i e s  are in m a n u f a c t u r i n g ,  
spread, as a l r e a d y  seen, over a nu mb er  of individual industries. Th e big 
oil c o m p a n i e s  are w e l l - k n o w n  as m u l t i - n a t i o n a l s  and c a n d i d a t e s  for
g o ve r n m e n t  i n terv en  t ion. T h e r e  is a t r a d it i on a l p u b l ic  interest in m in ing, 
utilit ie s,  t r a ns p or t  and c o m m u n i c a t i o n s .  Apart f ro m o v e r s e a s  traders, t h er e 
remain retailers, n o t a b l y  food (m at chi ng  parallel c o n c e n t r â t ion in food 
m a n u f a c t u r e ) , le isure s e r v i c e s  and banking.
W hi le  c o n c e n t r a t  i on has not i n cr ea sed  d u r i ng  the s e v e n t i e s  and e i g h t i e s  as 
r a pi dl y as d u r i ng  the f i f t i e s  and si xties, it is n e v e r t h l e s s  a p p r o p r i a t e  to
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c o n s i d e r  w h e t h e r  the m e s o - e c o n o m y  has b e h a v e d  d u r i n g  the p ast  d e c a d e  in 
w ay s  w hi ch co ul d j u s t i f y  g o v e r n m e n t  i n t e r v e n t i o n  and c on tr ol  that m i g h t  be 
e f f e c t e d  by the im p os i ti on  of p l a n n i n g  a gr e em en t s.  To do t his it will be 
n e c e s s a r y  to look at individual sect or s.  And it m a y well be that 
m e s o - e c o n o m i c  a c t i v i t y  is s o c i a l l y  and e c o n o m i c a l l y  s i g n i f i c a n t  in c o n s u m e r  
g o o ds  s e c t o r s  as well as in the t r a d i t i o n a l  " c o m m a n d i n g  heig ht s"  h ea v y 
in du s tr y sectors. A c co r di ng l y,  i l l u s t r a t i v e  a n a l y s i s  will be m a d e  of the 
m ot o r i ndu st ry  and of food m a n u f a c t u r e  and d i s t r i b u ti o n,  as well as 
m u l t i - n a t i o n a l s .
Th e M o to r I n du s tr y
T his is the most c o n c e n t r a t e d  i nd us t ry  listed on page 95 and the one w h o s e  
o u tp u t d e c li n ed  the most in the s e v e n t i e s  and ei ghties. M a ss  p r o d u c t i o n
of cars in the UK is in the ha nd s of four p ro d uc er s : the R o v e r  Group, Ford,
the Vau xha ll  s u b s i d i a r y  of G en er al  M o t o r s  and the T a l b o t  s u b s i d i a r y  of 
Peugeot. G o v e r n m e n t  i n vo lv e me n t has a long history. D u r i n g  the f i f t i e s  and 
s i x t i e s  p eri od  of d em an d and c a p a c i t y  e x p a n s i o n ,  g o v e r n m e n t s  s u c c e e d e d  in 
o b l i g i n g  c o m p a n i e s  to site new p l a n t s  a w a y  f ro m  the h i g h - e m p 1oy m en t and 
a l l e g e d l y  c o n g e s t e d  M i d l a n d s  and S o ut h  East, w h e r e  the in du s tr y is 
t r a d i t i o n a l 1 y located, to the N or t h W e st  and S c o t l a n d  w h e r e  u n e m p l o y m e n t  
was r e l a t i v e l y  high. When the p e r i o d  of c o n t r a c t i o n  came, these new p l a n t s  
tended to be the first to be closed. In the sev ent ie s,  one of the o nl y two 
P l a n n i n g  A g r e e m e n t s  si g ne d was w it h the C h r y s l e r  M ot o r C o m p a n y  (later 
Talbot) and the g o v e r n m e n t  r e s c ue d  B r i t i s h  Ley land (now Rover) f rom
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■Financial collapse, a c q u i r i n g  a l m o s t  all its e q u i t y  capital. The
g o v e r n m e n t  has a ls o n e g o t i a t e d  a m a x i m u m  ma r ke t  s h a re  for J a p a n e s e  imports.
In the sixties, the m o t or  i nd us tr y  wa s seen as one of the m ost  likely to 
b e ne f i t  f ro m UK m e m b e r s h i p  of the EEC. In the event, import p e n e t r a t i o n  
of the UK car m a r k e t  in cr ea se d f ro m 14% in 1970 to 5 6 %  in 1979, c h a n g i n g  
little s u b se q ue n tl y,  w h i l e  p r o d u c t i o n  for exp ort  fell f r o m  723 t h o us an d  in 
1970 to 392 t hou sa nd  in 1979 and 188 t ho us an d  in 1986 b e f o r e  r e c o v e r i n g  a 
litle in 1987. The UK m a r k e t  in total has grown from 1.3 m i l l i o n  in 1971 to 
2.0 m i l l i o n  in 1987, with sha rp  i n t e r m e d i a t e  p e a k s  in 19 71 - 72  and 1979 
f o ll o w e d  by s ev er e  re ce ssions.
The i nd us tr y is h i g h l y  i n t e r n a t i o n a l i s e d ;  not only the m u l t i - n a t i o n a l s  but 
als o B ri ti s h Ley land have imp or te d c o m p l e t e  vehicles, a s s e m b l e d  cars b ui lt 
ab r oa d and m ad e  s u s t a n t i a l  use of i mp orted c om po ne nt s.  L i k e w i s e  m a j o r
c o m p o n e n t s  m a n u f a c t u r e r s  such as L u c a s  have viewed m a r k e t s  on a c o n t i n e n t a l  
r at he r than na tional basis. For this reason national p r o d u c t i o n  figures, 
w i t h o u t  domest i c/ f or ei g n c o n t e n t  p e rc e n t a g e s ,  mean little. C h a n g e s  over
time in the i m p o r t / e x p o r t  b a l a n c e  and in UK ma r ke t s h a r e s  r ef le ct  not o n l y  
c h a n g e s  in c o m p e t i t i v e n e s s  but a lso  c h a n g e s  in c o m p a n y  strat eg y.
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1979
1980
1981
1982
1983
1984
1985
1986
1987
1979
1980
1981
1982
1983
1984
1985
1986
1987
The
B L / Ford
Rover 
t ^ o u s a n d s  
337 486
276 465
285 459
277 474
326 518
312 487
328 486
297 515
302 580
% of total 
19.6 28. 3
18.2 30. 7
19.2 30.9
17.8 30.5
18.2 28.9
17.8 27.8
17.9 26.5
15.8 27.4
15.0 2 8. 8
UK Car
Gen
Mo tor
141
133
127
182
262
283
303
285
271
8 . 2 
8.8 
8.6 
11.7 
14. 6 
16.2 
16.6 
15.1 
13.5
Market by Make
Chrys/ Audi/ D at sun/ 
Peug. VW Nissan
191
142
113
99
79
71
101
121
147
11.2
9.4 
7. 6 
6. O
4.4 
4. 0
5.5 
6.4 
7.3
76
68
80
92
101
97
104
115
116
4.4
4.5
5.4 
5.9
5. 6
5.5 
5.7
6 . 1 
5. 8
102
92
88
92
105
106 
106 
110 
114
6.0 
6 . 1 
5.9 
6.0
5.8 
6 . 1
5.8
5.8 
5.7
Ren - 
au 1 t
93
88
72
66
63
60
71
69
78
5. 4
5.8 
4. 9 
4. 1 
3.5 
3. 4
3.8 
3.7
3.9
Vo 1VO Fiat 
Group
37
38 
45 
52 
61 
59 
59 
69 
71
2 . 1 
2.5 
3.0
3.3
3.4
3.4 
3. 3 
3.7
3.5
80
51
62
49
46
48
60
67
74
4. 6 
3.3
4.2 
3. 1 
2.6 
2.7
3.3
3.6
3.7
Source; S o c i e t y  of Mo to r M a n u f a c t u r e r s  and T r a d e r s
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E x p o r t s  fell w hen m u l t i n a t i o n a l s  c e a s e d  to e xp or t f r o m  UK plants. The s h a r e  
of im ports rose when m u l t i n a t i o n a l s  b e g a n  to import c a r s  a s s e m b l e d  in their 
p l a n t s  e l s e w h e r e  in Europe. It is t h e r e f o r e  a p p a r e n t  that c o m p a n y  p o l i c y  
co ul d c o n f l i c t  with the t a r g e t s  of a n ational e c o n o m i c  p la n if such a p la n
incl ud ed  in cr ea se d car o u tp u t  (as p ar t of a r egional pl an  for e mp l o y m e n t ,  
for e xample), thus p r o v i d i n g  a c a s e  for g o v e r n m e n t  i nt er ve n ti on .  But it is
als o a p p a r e n t  that such i n t e r v e n t i o n  in the past, eg g o v e r n m e n t  a g r e e m e n t  |
I
wi th  J a p a n e s e  p r o d u c e r s  to limit imports, has not s u c c e e d e d  in p r e v e n t i n g  a j 
fall in o ut pu t and e m pl oy m en t . j
i
R e c en t  La bo ur  t h i n k i n g  is not t h e r e b y  d e t er r ed  f r o m  s e e i n g  the m o t o r  
i nd u s t r y  as a p r i m e  c a n d i d a t e  for d e p l o y m e n t  of e c o n o m i c  p l an nin g.  It f o r m s
one of thr ee  c as e s t u d i e s  in G i l h e s b y  et al (1986) in w h i c h  it is r e g a r d e d  
as a x i o m a t i c  that a UK car p r o d u c t i o n  c a p a c i t y  m ust  be p r e s e rv e d.  What is 
new is r e c o g n i t i o n  that p o l i c y  for the m a n u f a c t u r i n g  i n du s tr y s h ou l d  be 
w i t h i n  the c o n t e x t  of an " i n t e g r a t e d  p ol i cy  for p r i v a t e  and p u b l i c  
tr an sp or t" , with social c o n s i d e r a t i o n s  - p o l l u t i o n  and o t h e r  e n v i r o n m e n t a l  
p r ob lem s,  the c ost of ac ci de nt s , c o n c e r n  for the p o or  - as well as e c o n o m i c  
taken into a c co u n t  in f o r m u l a t i n g  obje ct iv es.  T hu s  car d es i g n  and 
i n c o r p o r a t i o n  of new t e c h n o l o g y  sh ou ld  be in fl ue n ce d not o n l y by m a r k e t  
e c o n o m i c  forces.
No s c o p e  for i n cre as ed  p u b l i c  o w n e r s h i p  is seen, e x c e p t  for p r i v a t i s e d  
p a r ts  of B r it i sh  Ley la nd , but l e ve r ag e  c ou ld  be e x e r t e d  on the
m u l t i n a t i o n a l s  to m ee t  g o v e r n m e n t  o b j e c t i v e s  t hr o ug h the th re a t of import
- 106 -
c o n t r o l s  (which s ho u ld  in any c as e be u sed to in cr e as e  the R over Gr ou p 
share) and t hr o u g h  g o v e r n m e n t  f i na n c i a l  and other a s s i s t a n c e  for i n v e s t m e n t  
b e in g  m a d e  c o nd i t i o n a l  - a l l  e m b o d i e d  in a P l a n n i n g  A g r e e m e n t  wh ic h w o u ld  j
include a d e q u a t e  i n f o r m a t i o n - d i s c l o s u r e  r e q u i r e m e n t s  for both e m p l o y e e  and 
g o v e r n m e n t  m o ni t or i ng .
If it is r e c o g n i s e d  - as it se em s to be by G i l h e s b y  - that p l a n n i n g  
o b j e c t i v e s  must be limited to "steering, b e n d in g  or m o d e r a t i n g "  m a r k e t  
forces, rather than c h a n g i n g  their di rec t io n , then such a role for p l a n n i n g  
a g r e e m e n t s  in this ind us tr y is p l au s i b l e .  A s s e s s m e n t  of how e f f e c t i v e  they
would be in p r a c t i c e  r e q u i r e s  the a s s e s s m e n t  of m u l t i - n a t i o n a l s  that 
follows. F u rt h e r  c o n s i d e r a t i o n  of the Rover Group C o r p o r a t e  P l a n
re ve a le d w hen the EEC C o m m i s s i o n  i ns is te d on c o m p e t i t i o n  s a f e g u a r d s  in the 
B ri tis h A e r o s p a c e  t ak eo ve r in 1988 - as an e x a m p l e  of what can and what 
s ho ul d not be d on e in c i rcurnstances s i m i l a r  to those of a CPA is in C h a p t e r  
VII .
Food
I nc re as ed  c o n c e n t r a t i o n  in food r e t a i l i n g  ma y be seen as the d e v e l o p m e n t  of 
a c o u n t e r v a i l i n g  f o r c e to an a l r e a d y  c o n c e n t r a t e d  food m a n u f a c t u r  i ng
indu st ry  - with the c o n s u m e r  the b e n e f i c ia ry .  This d e v e l o p m e n t  has not 
been  the p r o d u c t  of s p o n t a n e o u s  m a r k e t  f or ce s  but has owed m u c h  to 
legislation, in p a r t i c u l a r  the b a n n i n g  of R e s a l e  P r i c e  Mai n t e n a n c e  by 
manuf a c t u r e r s . P r i or  to this e n a c t m e n t , in 1964, food m a n u f a c t u r e r s
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g e n e r a l l y  p r e s c r i b e d  the p r i c e s  at w hi c h their p r o d u c t s  w e re  to be sold by 
retailers. Pr ic e  was seen as a c r uci al  part of the br an d image e s t a b l i s h e d
and s u st a i n e d  by a d v e r t i s i n g  - to the c o n s u m e r  by the m a n u f a c t u r e r .  T h e re
was little a d v e r t i s i n g  by retaile rs .
A b o l i t i o n  of RPM g av e large food r e t a i l e r s  s c o pe  to b a r g ai n  with 
m a n u f a c t u r e r s  for 1ower p r i c e s  for their bulk o r d er s  for b r an de d  pr oducts. 
They wer e also able to use their new b a r g a i n i n g  p ow e r and e x p l o i t  
c o m p e t i t i o n  am on g m a n u f a c t u r e r s  to d e v e l o p  'own brands' at p r i c e s  b e l o w  
those of b r an de d p roducts. C o n s u m e r s  w er e seen to b e n e f i t  through:
(a) lower prices, e s p e c i a l l y  in s e l f - s e r v i c e  s u p e r m a r k e t s
(b) wi de r choice, eg b r a n d e d  or o w n - b r a n d  p r o d u c t s .
- even though the p r o c e s s  of c o n c e n t r a t i o n  has m e a n t  less c h o i c e  of 
a l t e r n a t i v e  outlets.
A c o n s e q u e n c e  has been a w i d e n i n g  of re gional and u r b a n / r u r a l  di sp ar i ti e s.  
This is d i f f i c u l t  to s u b s t a n t i a t e  f ro m of ficial s t at i st ic s , but it is 
g e n e r a l l y  r ec o g n i s e d  that c o n s u m e r s  in sizeable, d e n s e l y  p o p u l a t e d  a re a s 
w h e r e  several s u p e r m a r k e t s  co ul d  t h r i v e  have e n jo y ed  lower p r i c e s  and w i d er  
c h o i c e  than those in o ther areas. Small i n de pe nd en t food r e t a i l e r s  have 
s u rv i ve d - u su a l l y  in v o l u n t a r y  c h a i n s  - in o u t - o f - t o w n - c e n t r e ,  c o r n e r - s h o p  
locations; c o n s u m e r s  h ave been w i l l i n g  to pay high er  p r o d u c t  p r i c e s  for 
c o n v e n i e n c e  and p er so na l service.
G r o w i n g  c o n c e n t r a t i o n  in food r e t a i l i n g  has involved m a n y  m e r g e r s  in recent
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y ea r s (see Ma rk et i ng ,  30 April 1987, p ag e  28). The Dee C o r p o r a t i o n  and 
the Argyll Gro up  have bee n p a r t i c u l a r l y  p r o m i n e n t  in this. But the m a r k e t
leaders rema in  J S a i n s b u r y  and T e s c o  who in cr ea s ed  their s h a r e s
s u b s t a n t i a l l y  in the s ec o n d  half of the s e v e n t i e s  by s i g n i f i c a n t  and 
w e l 1 - a d v e r t i s e d  p r i c e  c ut s  and have  held on to th ei r e n h a n c e d  s h a r e s  
with few t a ke -ov er s.  Thus far th er e w o uld  s eem to be little c a u s e  for 
pu bl ic  c o n c er n  or need for g o v e r n m e n t  i n t e r v e n t i o n  in this aspect of the
m es o - e c o n o m y .
Làkeovers in the UK grocery market since 1980 g  Market shares
1980 Argyll Group
Fine Fare (Associated 
Bntish Foods)
1981 Argyll
1982 Argyll
1983 Dee Corporation
Booker McConnell 
'.‘584 Dee Corporation
Argyll
1985 W illiam  Low
1986 Barker and Dobson 
Kw ik Save
Dee Corporation
Bejam
Argyll
Source: V erd ic t
buys Cordon Bleu (freezer centres) 
and Morgan Edwards 
buys Pricerite
buys Oriel Foods (I.o  Cost and 
manufactunng interests) 
buys A llied Suppliers (Templetons, 
Presto, Sno-King, Galbraith) 
buys Key Markets and W ellworth 
(Ireland) 
buys Bishops
bu\N l.eiirums and Intemtitional 
Stores 
buys Hintons 
buys Laws 
buys Budgen 
buys Tates
buys Woolco and Fine Fare/Shoppers 
Paradise 
buys V ictor Value (from Tesco) 
buys Safeway
Sainsbury 
Tesco 
Dee 
Asda 
Argyll 
Safeway 
Kwik Save 
Waitrose 
Bejam 
Morrison 
Hillards 
William Low 
Fine Fare 
Co-ops 
Independents 
Other 
multiples
11.4 12.3
1 1 . Ü
4.1 
7.1)
4.9
2.9 
2.4
2.1 
1.3 
1.2 1 . 0  
U.7 
4.1
13.0
18.0 
14.9
12.0
11.8
7.2
5.5
3.5
2.7
2.3
1.8
1.4 
1.0 
U.9
12.5
16.2
8.9
Source: V erd ic t
In the c ur ren t decade, however, the trend has been t o w a r d s  s u p e r s t o r e s  and 
h y p e r m a r k e t s  with large car parks, u s u a l l y  at the e d ge  of or o u t- o f - t o w n . 
This new c o m p e t i t i v e  p r e s s u r e  has b een  felt m o r e  by older, s m a l l e r  
s u p e r m a r k e t s  in town c e n t r e s  and the inner c i t i e s  than by the c o r n e r  
indepen de nt s.  F ro m the e a r l i e r  ta bl e on S h a r e s  of Ret ai l S a l e s it m a y be
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seen that that, w h i le  the Ve ry  L a r g e  g r o c e r s  in cr ea se d their share, b e t w e e n  
1980 and 1987, L a rg e  (but not Ve ry  Large) g r o c e r s ’ s h a r e  fell f rom  2 2 . 8 %  to 
16-3% almost as m uch  as the c o n t i n u i n g  d e c l i n e  in the (smaller) r e m a i n d e r  
fr om  2 0 . 4 %  to 12.4% This trend has led to (and reflect ed ) c l o s u r e  of town 
c e n t r e  and inner c ity  s u p e r m a r k e t s  - to the clear d i s a d v a n t a g e  of c o n s u m e r s  
t he r e w i th ou t  cars and a f f e c t e d  by d e t e r i o r i a t i o n  in p u b l ic  transport.
Hence, as well as p r o v i d i n g  g r o u n d s  for a r g u i n g  for s u b s i d i s e d  i m p r o v e m e n t s  
in p ubl ic t ransport, there is a p o t e n t i a l  case for linking p l a n n i n g  
p e r m i s s i o n  for new o u t - o f - t o w n  d e v e l o p m e n t s  with a r e q u i r e m e n t  to p r e s e r v e  
o u t l e t s  e l s e w h e r e  on social or local e c o n o m i c  grounds. Th is  is an e x a m p l e  
of how CPAs could be d e pl o y e d  - with the f o l l o w i n g  c o n d i t i o n s  m a r s h a l l e d  in 
su pp or t ;
a social need not met th ro ug h m a r k e t  f o r c e s  and p r o f i t - s e e k i n g  
a c t i v i t é s  of large c o m p a n i e s
the e x i s t e n c e  of s a n c t i o n s  ( planning p e rm iss io n)  to in fl u en ce  c o m p a n y  
c ha ng e s in c o m p a n y  p o l ic y
a role for g o v e r n m e n t  (improved t r a n s p o r t  and o th er  i nf r as tr uc tu re )
need for d e t a i l e d  d i s c u s s i o n  b e t w e e n  g o v e r n m e n t , c o m m u n i t y  
r e p r é se n tâ t ives, u n i o n s  and m a n a g e m e n t
such d i s c u s s i o n s  to be o n g o i n g  in f l e x i b l e  plan w ith c le a r c o m mi tm e nt s .
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J. S p s r i a l  Casæi flu 1 1 i~ Nat i ona I C o w p a n i s s
For the past two d e c a d e s  the b e h a v i o u r  and control of m u l t i - n a t i o n a l s  h av e 
been c e n t r e s  of c o nt r ov e rs y.  B u s i n e s s  l i t e ra t ur e has c o n t a i n e d  a d v i c e  on
how such c o m p a n i e s  mig ht  co pe  with i n t e r f e r e n c e  f ro m powerf ul , a g g r e s s i v e  
and/o r c o r r u p t  g o v er nm e nt s . It has a lso  c o n t a i n e d  d e f e n c e s  of M N C s a g a i n s t  
c h a r g e s  - by p o l it i ci an s , c h u rc h  and other c o m m u n i t y  l ea ders - of 
e x p l o i t a t i o n  and a n ti - s o c i a l  b eh a vi ou r . C le a r l y  t here is an i nh erent
p o s s i b i l i t y  of c o n f l i c t  b e t w e e n  g o v e r n m e n t s  s er vi n g their c o nc ep t  of the 
national i nt erest and large b u s i n e s s e s  r e s p o n s i b l e  to s h a r e h o l d e r s  in one 
or m o r e  f o r e i g n  c o u n t r y (i e s ) . G e n e r a l l y  speaking, M NCs  have had a bad p r e s s  
and this has f os t e r e d  the a r g u m e n t s  for c o n t r o l s  for which P l a n n i n g  
A g r e e m e n t s  m i g ht  p r o v i d e  a f ra me w or k.
To some e xt e nt  the a r g u m e n t s  a g a i n s t  MNCs  are a r g u m e n t s  a g a i n s t  the 
u n f e t t e r e d  e x e r c i s e  of po we r  by any p r i v a t e  b u s i n e s s  writ large. We shall 
c o n s i d e r  G a l b r a i t h ’s c r i t i q u e  of b ig  bu si ne ss . F i n e ' s  ideas, from the left,
as to how MN Cs  m i g ht  be c o r r a l l e d  into the A l t e r n a t i v e  E c o n o m i c  S t r a t e g y  
and, f rom  a n o t h e r  v ie wp oi nt , s t u d i e s  f ro m the W or l d C ou ncil of C h u rc h es . It
is, however, one th in g to d e m o n s t r a t e  s ome MNC b e h a v i o u r  d i m i n i s h e s  
welfare; it is a no t he r to d e m o n s t r a t e  that national c o n t r o l s  e x e r c i s e d  
t h r oug h s ome f o rm  of P l a n n i n g  A g r e e m e n t  is the answer. Ra t he r it m a y  be 
that nat ional c o n t r o l s  tend to a g g r a v a t e  the s i t u a t i o n  and that 
i nt er na ti on al  e n f o r c a b l e  a g r e e m e n t s  are the only way forward.
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G a l b r a i t h  in The A ff l u e n t  S o c i e t y  (1958) and The New Ind us tr ia l S t a t e  
(1967) c o m p l a i n e d  that Big B u s i n e s s  so m a n i p u l a t e s  s o c i e ty  t hr oug h 
a d v e r t i s i n g  and the e x p l o i t a t i o n  of s ca le e c o n o m i e s  that ach le.'vemen t of the 
g o a ls  of p os s e s s  i ve i n d i v i d u a l i s m  i n e v it ab l y take p r e c e d e n c e  over c o m m u n i t y  
needs (private a f f l u e n c e  and p ub l i c  sq ualor). In E c o n o m i c s  and the P u b l i c  
P u r p o s e  (1974), w r i t t e n  b e f o r e  L a b o u r ’s P r o g r a m m e  1973 but ref er re d to in 
H o ll a n d  (1975), G a l b r a i t h  sets what H o l l a n d  was to call the m e s o - e c o n o m y  
and what he ca ll s the P l a n n i n g  S y s t e m  into an a na ly ti ca l  f r a m e w o r k  of the 
e c o n o m i c  s ys te m as a whole; he is b e t te r  on d i a g n o s i s  than cure.
The hub of the P l a n n i n g  S y s t e m  is the " t e c h n o s t r u c t u r e "  c o m p r i s i n g  the web 
of m an a ge r ia l o r g a n i s a t i o n  in v er y large b u s i n e s s e s  w h i ch  is no longer
e f f e c t i v e l y  r e s p o n s i b l e  to s h a r e h o l de rs ,  c u s t o m e r s  or the c o m m u n i t y  at 
large. It aims not at p ro f it  max i m is ati on  or even m a n a g e r  i a 1 i ncorae 
m a x i m i s a t i o n  but s t ea d y  c o r p o r a t e  g r o w th  as a me an s to power, s e c u r i t y  and
s t a t u s (of the t e c h n o s t r u c t u r e ) . Its s t ra t e g y  is to insulate the
c o r p o r a t i o n  as far as p o s s i b l e  f ro m v i c i s s i t u d e s  of the
e c o n o m  i c / s o c i a l / p o l i t i c a l  e n vi r o n m e n t .  Part of that e n v i r o n m e n t  is the
M a rk et  S y st e m  in which s m al l er  b u s i n e s s e s  operate. They, l ac ki ng  the po we r 
of the P l a n n i n g  system, are o b l i g e d  to c o m p e t e  in the o r t h o d o x  e c o n o m i c
m a n n e r .  K e y n e s i a n  a n a l y s i s  and, m o r e  important, K e y n e s i a n  s h o r t - t e r m  p o l i c y  
p r e s c r i p t i o n s , a c c o r d i n g  to G al br a it h,  a s s u me  the M a r k e t  S y s t em  to be 
universal, ign or in g the P l a n n i n g  System. M e d i u m  term I n d i c a t i v e  Pl anning, 
as a final f l o w e r i n g  of K e y n e s i a n i s m ,  fa ll s at the s ame  hurdle.
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P e r h a p s  the p r i m a r y  i mp etus to what  G a l b r a i t h  t y p i f i e s  as P l a n n i n g
b e h a v i o u r  is the long g e s t a t i o n  p e r i o d  of ca pital p r o j e c t s  in m o d e r n
l a r g e - s c a l e  industry. D e c i s i o n s  h a ve  to be ma de  on the b a s i s  of f o r e c a s t s
and a s sum pt  ions about e c o n o m  i c d e v e 1o p m e n t s  and soc i a l / p o l i ti ca l  c o n d i t i o n s
far into the future. T hi s p r o v i d e s  an interest in e n s u r i n g  if at all 
p o s s i b l e  that e c o n o m i c  social and p o l i t i c a l  d e v e l o p m e n t s  a r e  in a c c o r d a n c e  
with plan. On the e c o n o m i c  side, for example, a t t e m p t s  will be m a d e  to 
c on trol co st s and p r i c e s  and h e n c e  c o m p e t i t i o n  f ro m the Ma rk e t System. 
This, vi a m o n o p o l y  and m e r g e r  policy, leads into p ol i t i c a l  i n v o l v e m e n t  
w hi c h m a y  be e x te n d e d  if the c o r p o r a t i o n  f ea r s c h a n g e  in the p o l i t i c a l  
p a t t e r n  or struct ur e.  C o r p o r a t e  i n f l u e n c e  may a lso be b r o u g h t  to bear 
a g a i n s t  p o t e n t i a l l y  h o s t i l e  social change.
E v en t ua ll y , G a l b r a i t h  argues, the t e c h n o s t r u c t u r e  a c q u i r e s  a life of its 
own, not un de r the control of any i nd iv id u al  or small group, ie Board, and 
p r o t e c t s  the a u t o n o m y  of its own d e c i s i o n - m a k i n g  by e x e r c i s i n g  its po we r 
over c o ns um er s,  s u p p l i e r s  and g o v e r n m e n t .  With g ro w t h  rath er  than p ro f i t  
the goal, labour r e l a t i o n s  c o n f l i c t  is a v o i d e d  by r e g u l a r  and s u b s t a n t i a l  
pay awards. P r i c es  are then a d j u s t e d  to r e fl e ct  c os t s and can be p a s s e d  on 
to con su me rs , m a n i p u l a t e d  by a d v e r t i s i n g  into b e l i e v i n g  t he r e is no
a d e q u a t e , c h e a p er  a l t e r n a t i v e  p r o v i d e d  in the Mark et  System. Thus t h e r e is 
a c o m m u n i t y  of i nterest b e t w e e n  the tech nost rue ture and the rest of the
work force. T hi s has i n f l a t i o n a r y  and d e - s t a b i 1 isi ng e f f e c t s  w h ic h 
K e y n e s i a n  d e man d m a n a g e m e n t  and i n d i c a t i v e  p l a n n i n g  are p o w e r l e s s  to
correct.
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If the P l a n n i n g  S y s t e m  a c c o u n t s  for a s ub s ta nt i al  p r o p o r t i o n  of the e c o n o m y  
and if labour r e l a t i o n s  are as a c c o m m o d a t i v e  as d es cr ib ed , then then t he r e 
are c lear i n f l a t i o n a r y  c o n s e q u e n c e s  that c a nn ot  be cu re d  by d e fl at io n. 
Indeed, d e fl a t i o n  or in t er na t io n al  t r a de  s h o c ks  with s i m i l a r  effect, such 
as the 1973 oil p r i c e  shock or the ef fe c t of an e n h a n c e d  p r i ce  for the
r i s i n g  output of N or t h Se a oil in 1980/81 on sterling, will e n c o u n t e r  p r i c e
and w age  i n f l e x i b i l i t y  on the part of P l a n n i n g  S y s t e m  b us i ne ss es . T he y 
will r e li e v e  p r e s s u r e  on t h e m s e l v e s  by s q u e e z i n g  M a r k e t  S y s t e m  b u s i n e s s e s  
and c u t t i n g  their s t oc k s  b e f o r e  c u t t i n g  their own p r od u c t i o n .  T hu s the 
e f f e c t s  of d e f l a t i o n  etc on the M a r ke t  S y s t e m  will be a g g r a v a t e d  with the 
p o s s i b i l i t y  of what m i gh t h ave been a p a u s e  in o ve ra ll e c o n o m i c  g r o w th  
b e i n g  turned into a f u l l - s c a l e  recession.
G a l b r a i t h  m ak e s the impor ta nt  p o i nt  that m u l t i - n a t i o n a l s  are d i f f e r e n t  in 
d e g r e e  rather than in kind. T he y " in v ad e the s o v e r e i g n t y  of the state" not 
in v i r t u e  of their f ore i g n e s s  but t hr ou g h the n a t u r e  of the P l a n n i n g
S y s t e m  and as i nt er na ti o na l  b u s i n e s s e s  they are m o r e  vis ib le . In s i m i l a r  
vein, he ar g ue s that p u b l i c  o w n e r s h i p  is no a n s w e r  s i nc e  the s am e 
t e c h n o c r a t i c  t e n d e n c i e s  are as a p p r o p r i a t e  to p u b l i c  as p r i v a t e
e n t e r pr i se s:  the p o w er  of m a n a g e m e n t  is m uch  g r e a t e r  than that w hich c o m e s
f r o m ownership. T h i s is a f a r - r e a c h i n g  and p e s s i m i s t i c  line of a r g u m e n t  
s i n c e  any s ys t e m  of p u b li c  c on tr ol  cou ld  be s u b j e ct  to s o m e b u r e a u c r a t i c  
t e n d e n c i e s .
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G a l b r a i t h  g r o pe s for a n s w e r s  in a m u l t i t u d e  of p r a g m a t i c  c o n t r o l s  s ome but 
not all of whi ch  are of the sort that H o l l a n d  would p l a c e  in a P l a n n i n g  
A g r e e m e n t , i n cl u d i n g  p e r m a n e n t  w a ge  and p r i c e  c u r b s  for the largest
compan ie s,  m i n i m u m  w a g e levels, e n c o u r a g e m e n t  of trade u n i o n s  in T hi r d 
World c ountries, t i g h t e r  i n t er n at i on al  c o o p e r a t i o n  on t r an s f e r  p a y m e n t s  
w i t h in  m u l t i - n a t i o n a l s ,  e n v i r o n m e n t a l  co nt ro ls , e n e rg y  c o n s e r v a t i o n  and 
m o r e  g o v e r n m e n t  i n v o l v e m e n  t in t e c h n o l o g i c a l  d e v e l o p m e n t  and i n v e s t m e n  t . 
But he does not s u g g e s t  any such f r a m e w o r k  as P l a n n i n g  A g r e e m e n t s  and the 
p r o p o s e d  c o n t r o l s  a re ad hoc, sma ck  of s h u t t i n g  the s t a b l e  door af te r the
ho rs e has bolted, are not bas ed  on any cle ar  o b j e c t i v e s  for e c o n o m i c  p o l i c y
and mi gh t well have as their chief ef f ec t the d i v e r s i o n  of r e s o u r c e s  in 
large c o r p o r a t i o n s  to d e v i s i n g  w ay s round the c ontrols. F u r t h e r mo re ,  he 
does  not of fe r a s o l u t i o n  for the p r o b l e m  of the p o t e n t i a l
b u r e a u c r a t  i sat i on of the co nt ro l system. By contr as t,  a P l a n n i n g  A g r e e m e n t  
s y s t e m  would be the s e r v a n t  of p o l i c y  o b j e c t i v e s  c l e a r l y  u n d e r s t o o d  and
a c c e p t e d  by m a n a g e m e n t  and u ni o n s i g n a t o r i e s ;  s ub j ec t to c o m p l i a n c e  w it h 
the terms of the a gr ee me nt , b u s i n e s s e s  w ou l d r et ai n f r e e d o m  of m a n o e u v r e  
w h i l e  publi c s c r u t i n y  of at least th os e p a r t s  of the p lan  p u b l i c a t i o n  of
w h i ch  would not j e o p a r d i s e  c o m m e r c i a l  v i a b i l i t y  w o u ld  m i l i t a t e  a g a i n s t
b u r e a uc r at i sat ion.
His c on ce pt  of the t e c h n o s t r u c t u r e  is a p o we rf ul  tool for e x p l a i n i n g
b e h a v i o u r  of m a ny  c o r p o r a t i o n s ,  th o ug h t h er e are m a n y  o t h e r s  such as ITC
un de r G e ne en  and W e i n s t o c k ’s GEC w h e r e  an entrçpr e n e u r i a  1 s ty l e pe rs is ts .
- 115 -
But it is n e c e s s a r y  to h ave a f u l l e r  u n d e r s t a n d i n g  of ftow M N C s  e x e r c i s e  
po we r to see w h e r e  their p o l i c i e s  m a y  c o n f l i c t  with and how they ma y  be 
m a d e  to c o n f o r m  w it h n ational e c o n o m i c  and social p o l ic i es . M a i n s t r e a m
e c o n o m i c  a nalysis, eg D u n n i n g  (1979), e m p h a s i s e s  the i n d e p e n d e n t  i n t e r p l a y  
of m a n y  and v a r i e d  f a c t o r s  in an " e c l ec t ic  t h e or y  of i n te r n a t i o n a l  
p r o d u c t i o n " .  D u n n i n g  g r o u p s  t h e se  u n d e r  t hr ee heads:
1. o w n e r s h i p  s p e c i f i c  a d v a n t a g e s  of e n t e r p r i s e s  of one n a t i o n a l i t y
over those of another;
2. i n t e r n a l i s a t i o n  i n c e n t i v e  a d v a n t a g e s  in c a se s  of m a r k e t  failure;
3. loc at io n s p e c i f i c  v a r i a b l e s  f a v o u r i n g  e i t h e r  h ome or host
c o u nt r  i e s .
T h es e  a d v a n t a g e s  M NC s will e x p l o i t  i n c l u d e  p o l i t i c a l / l e g a l / s o c i a l  fa ctors, 
eg p a t en t  law, g o v e r n m e n t  p r o t e c t i o n  or a s s i s t a n c e  for p a r t i c u l a r
i nd ustries, tax s t ru ct u re s , but in p r i n c i p a l  the se  a re  no d i f f e r e n t  f r o m  
m o r e  e c o n o m i c  f a c t o r s  s uch as i n f r a s t r u c t u r e ,  t e c h n o l o g y  and f a c t o r  
e nd o w m e n t s .  In p u r s u i t  of t h e s e  a d v a n t a g e s ,  M NC s g ro w  in s i ze  and m a r k e t  
power. T h e y m ay  a ls o b e c o m e  m o r e  i n t e r n a t i o n a l i s e d  or " n a t i o n l e s s "  
(Vernon, 1979, c it e d in Fine, 1982). T h i s  a n a l y s i s  is in m a r k e d  c o n t r a s t  
to that w hi c h s ee s M NCs  as a p o w e r f u l  t y pe  or arm of im pe ri al i sm . Indeed, 
the m a s s i v e  e x p a n s i o n  of US M NC s in the f i r st  two d e c a d e s  a ft e r the s ec o n d  
w o r ld  war are seen by V e r no n  as an i n t e r n a t  ional e x t e n s i o n  of the p r o d u c t  
cycle: fi rm s built up by d e v e l o p i n g  a p r o d u c t  in the h u ge  US d o m e s t i c
m a r k e t  turn to o v e r s e a s  m a r k e t s  w h en  t h ei r own b e g i n s  to f l a t t e n  out and
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i nc om e levels r is e o ve rs ea s.  We may  c o n c l u d e  that it is the p u r s u i t  of 
c o r p o r a t e  r ath er  than US n at io na l i nt er est  that has p r o m p t e d  w o r 1d-w  i de 
e x p a n s i o n  of IBM and C o c a  Cola.
F i n e  (1982) s e e ms  to ac c ep t  t his but n e v e r t h e l e s s  we m a y  s y m p a t h i s e  w ith  
him in b e l i e v i n g  t h e re  to be m o r e  i n t e r r e l a t i o n s h i p s  b e t w e e n  f a c t o r s  than 
d o es  D u n n i n g  and in s e e k i n g  m o r e  ge ne ra l t h e o r i e s  of MNC o p e r a t i o n  than 
V e r n o n ' s  p ro du c t cycle. He c o n t r a s t s  the d e v e l o p m e n t  of US and B r i t i s h  M N C s  
over a c e n t u r y  with  that of West G e r m a n  and J a p a n e s e  ove r a c o u p l e  of 
de cades. F ur t h e r m o r e , w h i l e  G e r m a n  M N Cs  c o n c e n t r a t e  on i n v e s t m e n t  in high
t e c h n o l o g y  p r o d u c t i o n  to f u r t h e r  their E u r o p e a n  e xp or t drive, J a p a n e s e  s eek 
l ow - wa g e p r o d u c t i o n  in the n e wl y  i n du st r i a li s ed  c o u n t r i e s  (NICs) of the Far
East. US and B r i t i s h  M N Cs  h a ve  b ot h e x p o r t e d  t e c h n o l o g y  and s o ug ht  lower 
c o s t s  overesas, but in r ec en t y e a r s  US high t e c h n o l o g y  i n v e st m en t  has b een 
d i r e c t e d  m o r e  t o w a r d s  c o n t i n e n t a l  E u r o p e  than, as hi th er to , the UK, At the 
s a m e  time, B r i t i s h  MNCs, fac ed  w ith  a r e l a t i v e l y  s l o w - g r o w i n g  d o m e s t i c  
e c o n o m y  have b e c o m e  m o r e  and m o r e  f u l l y  i n t e r n a t i o n a l i s e d  w h e t h e r  they h av e 
t r a d i t i o n a l l y  c o n c e n t r a t e d  on 1o w - t e c h n o 1ogy o p e r a t i o n s  in the C o m m o n w e a l t h  
or m o r e  a d va n c e d  i n d u s t r i e s  el s ew h er e.  Thus, as F in e  a rg ues, MNC o p e r a t i o n s  
are not at p r e s e n t  g e a r ed  to p r o m o t e  e c o n o m i c  g r o w th  in the UK but, b e a r i n g  
in mind their p r é d o m i n e n t  i n f l u e n c e  in m a n y  i nd us t ri es ,  r at h er  the 
co n tr ar y . If they are to do so, s om e for m of i n t e r v e n t i o n  is n ec es sa ry .
S i n c e  such i n t e r v e n t i o n  will be s een by M N Cs  as a g a i n s t  their w o r l d - w i d e  
i n te r e s t s  it will hav e to be c o m p u l so ry .  F i n e  a r g u e s  that b oth
- 117 -
n a t i o n a l i s a t i o n  and P l a n n i n g  A g r e e m e n t s  are n e c e s s a r y  and f e a s i b l e  but that 
n ei t he r is a pana ce a.  He accepts, as we do, G a l b r a i t h ’s poi nt  that 
o w n e r s h i p  need m a k e  little d i f f e r e n c e  to m a n a g e r i a l  and trade u n i o n  
beh avio ur. But he a rg u e s  that C P As  w i t h o u t  n a t i o n a l i s a t i o n  m a y be 
i n e f f e c t i v e  so need at least the b a c k i n g  of a n a t i o n a l i s a t i o n  s a n c t i o n  to 
induce m a n a g e m e n t  c o m m i t m e n t  to m a k e  them wo rk  as i ni t ia ll y  intended.
Thus far we have c o n c e n t r a t e d  on MNC a c t i v i t y  in a d e v e l o p e d  economy, and
e s p e c i a l l y  in the UK. Much of the p u b l i c  debate, however, has c e n t e r e d  on
their o p e r a t i o n s  in the Third World. F r o m  the poi nt  of v ie w of an
e c o n o m i c a l l y  w eak  third w or l d n a t i o n  f e a r i n g  e x p l o i t a t i o n  by an
industrial c o r p o r a t i o n  w h o se  total s a l e s  g r e a t l y  exceed n ational income and
fr om  the point of v i e w  of an MNC f e a r i n g  c a p r i c i o u s  i n t e r v e n t i o n  and
p e r h a p s  e v p r o p r i a t i o n  by a d i c t a t o r s h i p  or un f ai r c o m p e t i t i o n  f rom less
e t h i c a l / s o c i a l l y  c o n s c i o u s  rivals, i n t e r n a t i o n a l l y  a g r e ed  and e n f o r c i b l e
r e g u l a t i o n  of M NC s is d es ir ab le . The  UN and the O E CD  have m ad e  s o m e
p r o g r e s s  in this, but there is a long way to go. P l a n n i n g  A g r e e m e n t s  in
the UK could t h e r e f o r e  have a role to p l a y  in the g o v e r n m e n t ’s Aid and
r el a te d p r o g r am m es , by r e q u i r i n g  M N C s  o p e r a t i n g  in the UK to c o n f o r m  w it h
o f fi ci al  p o l i c y  t o w a r d s  the Th ir d World.
T r e n c h a n t  c r i t i c i s m  of M NCs  has c o m e f r om  TAs W o r l d  C o u n c i l  of C/iarc/nss . 
S p e c i f i c  WCC interest b eg a n at the F i f t h  G en er al A s s e m b l y *  held at N a ir o b i
* G en eral A s s e m b l i e s  have bee n held at 6 to 8 year i n te r v a l s  s in ce  1948
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in 1975. At that A s s e m b l y  t here was m u c h  a t t e n t i o n  to c l a i m s  that the 
poor and weak (in the Third World) w e re  o p p r e s s e d  by the rich and p o we r fu l 
(in the Fi rs t World). MNC s w e re  a c c u s e d  of p l a y i n g  an i m p o rt an t  ro le  in 
this and the C o m m i s s i o n  on the C h u r c h e s  P a r t i c i p a t i o n  in D e v e l o p m e n t  (CCPD) 
was m ad e  r e s p o n s i b l e  for the c o - o r d i n a t i o n  of a s tu dy p r og r a m m e .  N u m e r o u s  
p a p e r s  of v a r y i n g  q u a l i t y  have b een  p ro d uce d.  The g en eral a t t i t u d e
t o w a r d s  M NCs is hostile; indeed it is s u g g e s t e d  that s t r u g g l e  b e t w e e n  M NC s 
and the C h u r c h e s  is i n e v i ta b le  until s uch time as a new e c o n o m i c  or de r 
w ith a new set of wor ld  v a l ue s is e s t a b l i s h e d .  As W o g a m a n  (1986) o b s e r v e s  
initial d e c l a r a t i o n s  of i m p l a c a b l e  h o s t i l i t y  are not the b est way of 
p r o m o t i n g  c o n s t r u c t i v e  dialogue.
The t he o re ti ca l b a s i s  of the s t u d y  is the b e li ef  that hum an  t p of
the e a r t h ’s r e s o u r c e s  shoul d be e x e r c i s e d  so as to p r o m o t e  the 
e s t a b l i s h m e n t  of a Just, P a r t i c i p a t o r y  a n d  Sustainat>l& S o c i e t y  ( J PS S : a
c a t c h p h r a s e  d e v e l o p e d  by the WCC in the s e v e n t i e s ) . The c o n c e p t  of 
s t e w a rd  ship is that man does not h a ve  a b s o l u t e  o w n e r s h i p  r i g ht s  over the 
e a r t h ’s r e s o u r c e s , but must act as a s t e w a r d  in a r e s p o n s i b l e  manner. That 
r e s p o n s i b i l i t y  is to God but is e x e r c i s e d  t hrough r e l a t i o n s h i p s  b e t w e e n  
human beings, born  and y e t - u n b o r n .  T h e s e  r e l a t i o n s h i p s  ou gh t to be 
e x p r e s s i o n s  of the s o l i d a r i t y  of the h u ma n  race: i n d i v i d u a l s  have r i g h t s
and r e s p o n s i b i l i t i e s  but s o c i e t y  is m o r e  than the sum of i n d i v i d u a l s  and 
s o c i e t y  too has ri gh t s and r e s p o n s i b i l i t i e s .
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L o v e  of n e i g h b o u r  is the b as i c ideal r e l a t i o n s h i p  b e t w e e n  i n d i v i d u a l s  and 
f a m i l y  groups. Its c o m p l e m e n t  in s oci al  s y s t e m s  is j u s t i c e  w h i ch  is 
h er e m o r e  than a j u r i d i c  al or legal term. In the Bible, j u s t i c e  means, in
p a r t i cu l ar ,  fai r t re a t m e n t  of the p o o r and o pp re ss e d.  T h e B i b l e  to
C h r i s t i a n s *  is the rec or d of G o d ’s r e v e l a t i o n  of h i ms el f  t h ro u g h  hu ma n 
history. R e p e a t e d  1 y and c o n s i s t e n t l y ,  God has r e ve a l e d  h i m s e l f  to be "on 
the s ide of" the p oor  and u n d e r p r i v i l e g e d .  The b i bl i c a l  m e a n i n g  of "poor", 
however, is not u n a m b i gu o us .  In s o m e  p l a c e s  it c l e a r l y  m e a n s  e c o n o m i c a l l y  
or m a t e r i a l l y  p oo r - p h y s i c a l l y  hungry, w i d o w s  and orph an s,  refu ge es . In
o t h e r s  in m e a n s  the de vo ut  - h u m b l e  and s p i r i t u a l l y  hungry. C l e a r l y
f a i r n e s s  m e a n s  d i f f e r e n t  t h in g s  for the  two ty pes  of poor. F a i r n e s s  for
the d evo ut  m e a n s  such t h i ng s  as inner peace, re spect and r ew ar d  in heaven.
F a i r n e s s  for the m a t e r i a l l y  p o or  c a l l s  for food, c lo t hi ng ,  s h e l t e r  to be
p r o v i d e d  by i n d i v i d u a l s  or s o c i e t y  to t h o s e  who do not h a v e them. But it 
g oe s b e yo n d  a social s e c u r i t y  s a f e t y  net the p r o v i s i o n  of w h i c h  is in the 
i n te r e s t s  of the ri c he r  m e m b e r s  of s o c i e t y  so as to m i n i m i s e  the risk of
social disor de r.  T h e re  is an u n r e a l i s e d  B i bl i ca l ideal for the s t a t u s  of 
the poor  to be raised t o w a rd s  e q u a l i t y  w i th  or eve n s u p e r i o r i t y  to the 
rich. In m at e r i a l  t erms this w o u l d  r e q u i r e  p o l i t i c a l  and i n s t i t u t i o n a l  
c h a n g e  - a p oi n t m a d e  e x p l i c i t l y  in the  Old T e st am en t,  i m p l i c i t l y  in the 
New. Its a p p l i c a t i o n  to the m o d e r n  w o r l d  is seen by s o m e  t h e o l o g i a n s  to 
r e q u i r e  p r e s s u r e  for r e f o r m  of s oci al  and e c o n o m i c  i n s t i t u t i o n s  a n d / o r  the
* L i k e w i s e  the Old T e s t a m e n t  to J e w s  and M u s l i m s
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e s t a b l i s h m e n t  of c o u n t e r v a i l i n g  p o w e r s  in the i nt e r e s t s  of the poor, b oth  
n a t i o n a l l y  and i n te r na t i o n a l l y .  (As no te d in C h a p t e r  I, this e m p h a s i s  on 
j u s t i c e  for the p oo r is ec ho ed  by R a w l s ’ , 1972, p r i n c i p l e  of j u s t i c e  that 
the test of any p r o p o s e d  c h a n g e  in s oc ia l  or e c o n o m i c  s t r u c t u r e  is w h e t h e r  
it b e n e f i t s  the p o o r e s t  gr ou p in s oc ie ty , s u b j e c t  o n ly  to the p r i m a r y  
p r i n c i p l e  that b a s ic  li be rt i es  be p r e s e r v e d .  In c o n s i d e r i n g  l i b e r t i e s  and 
b e ne fit s,  however, R a w l s ’ e m p h a s e s  are m u c h  m o r e  i n d i v i d u a l i s t i c . )  W h e t h e r  
or not MNC o p e r a t i o n s  in p u r s u i t  of th ei r o b j e c t i v e s  are just in this s e n s e  
and w h e t h e r  or not they can be m a d e  m o r e  j ust  t h r o u g h  PA s m u s t  be 
c o n s i d e r e d .
The s ec on d  e l em e n t  of the JPSS, part i c i pat i o n , is wi de r  in its a p p l i c a t i o n  
and less specif ic . The C h r i s t i a n  s t r e s s  on the i m p o r t a n c e  of the
indivi du al  and of the in di vi du al  in s o c i e t y  im pl ie s that e c o n o m i c  
d e v e l o p m e n t  s ho ul d be h u m a n - c e n t r e d  d e v e l o p m e n t  (also a k e y n o t e  of the new 
a l t e r n a t i v e  e c o n o m i c s  of R o b e r t s o n  etc c o n s i d e r e d  in C h a p t e r  6). In turn, 
t his im pl ie s that p e o p l e  s ho u ld  be i n vo l ve d in d e c i s i o n s  a f f e c t i n g  them, 
that p ow e r s ho ul d  be d e c e n t r a l i s e d  as far as possible. By c o n tr a st , M N C s 
s e em  i n h e r e n t l y  c e n t r a l i s i n g  b o d i e s  w it h  h i e r a r c h i c a l  s t r u c t u r e s  of p o w er  
and d e c i s i o n - m a k i n g  r e s u l t i n g  f r o m t he i r c a p i t a l - i n t e n s i v e  nature. T he
r es ul t is an i n c r e a s i n g  s e ns e  of p o w e r  1e s s n e s s  and i n j u s t i c e  on the p a r t of 
the poor. At the v e r y  least, it is argued, p l an s  sh o ul d  r e q u i r e  MNCs, and 
o t h e r  g ia n t e n te r p r i s e s ,  to be m o r e  s o c i a l l y  a c c o u n ta b le .
Soc ia l a c c o u n t a b i l i t y  is also a key r e q u i r e m e n t  of the third e l em en t,  a
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s u s t a i n a b l e  s oc iety. S t e w a r d s h i p  i n v o l v e s  b a l a n c i n g  the use of r e s o u r c e s  
for c u r r en t  e c o n o m i c  gr o wt h  a g a i n s t  such o v e r - d e p l e t i o n  of n at ura l
r e s o u r c e s  that the q u a l i t y  of life of f u t u r e  g e n e r a t i o n s  is impaired. 
MNC s are a c c u s ed  of g i v i n g  too little t h o u g h t  and a c t io n  to s uc h
p e r s p e c t i v e s  t h r o u g h  p l a c i n g  too m u c h  e m p h a s i s  on r e l a t i v e l y  sh or t run 
f i na n ci al  o b j e c t i v e s .  To a c o n s i d e r a b l e  e x t e n t  this a c c u s a t i o n  i g n o r e s  
the ef f ec t  of m a r k e t  f o r c e s  in c o n s e r v i n g  s c a r c e  and p o t e n t i a l l y  d e p l e t e d  
reso ur ce s.  But, as d i s c u s s e d  in C h a p t e r  V I , e c o n o m i s t s  such as H e r m a n  D a ly  
a r g ue  that the p r e f e r e n c e s  of f u t u r e  g e n e r a t i o n s  c a n no t  be adequately 
r e f l e c t e d  in t o d a y ’s m a r k et  p r i c e s  and, m o r e  important, t he r e ar e
b i o p h y s i c a l  limits to growth. The w o r l d  e c o n o m y  is no longer i n f i n i t e s imal 
in r e l a t i o n  to the eco sy st em . L i k e  an o r gan is m,  the e c o n o m y  s u c ks  in low 
e n t r o p y  m a t t e r - e n e r g y  and e x p e l s  high e n t r o p y  m a t t e r - e n e r g y  back into the 
e n v i r o nm e nt . C o m p o u n d  rates of g r o w t h  of the o r g a n i s m  c a n no t  be s u s t a i n e d  
i n d e f i n i t e l y  just as a p e r pe tu a l m o t i o n  m a c h i n e  c o n t r a d i c t s  the s e co n d  law 
of t h e r m o d y  .namics. This is not so m u c h  a c a s e for r e p l a c i n g  m a r k e t  
for ces by a r b i t r a r y  c o n t r o l s  but r a t h er  the use of such d e v i c e s  as 
t a x a t i o n  to s u p p l e m e n t  m a r k e t  f o r c e s  w i th  a social d ime ns i on .
The a l r e a d y  noted h o s t i l i t y  of the WCC c r i t i c s  is g r o u n d e d  in 
p r e c o n c e p t i o n s  a bo ut  the a ims and b a s e s  of MNCs. It is b e l i e v e d  t he y are 
g o v e r n e d  by the 3.£>so lut& p r i m a c y  of the p r o f i t  motive. T h is  is h a rd l y  b o r n e  
out by the e v i d e n c e  in s u p p o r t  of m a n a g e r i a l  t h e o r i e s  of c o r p o r a t e  
be ha vi ou r , but it m a y  be a kind of s h o r t h a n d  for a p r i m a c y  of e c o n o m i c  
a im s and m e t h o d s  of a n a l y s i s  in b u s i n e s s  w h i c h m a y  then s p i l l o v e r  into the
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w i d e r  sphere. For ex ample, F r a n c i s c o  C a t e o  (1982), a B r a z i l i a n  t h e o l o g i a n  
and f i n a nc ia l  c o n s u l t a n t ,  c o n c l u d e s  that M N C s  c h a n g e  the m e a n i n g  of life 
t hr o ug h " e co n o m i c s  in pe r ia l is m"  ( i nv asi on  and d o m i n a t i o n  of o t h er  a r e a s  of
c u l t u r e  by e c o n o m i c  a n a l y s i s  and a s s u m p t i o n s )  so that e c o n o m i c  g ro w t h  and 
p r of it  are gi ve n  o v e r - r i d i n g  impor ta nc e.  T h is  ethos, i m p ly in g  that ma n  is
first and f o r e m o s t  a c o n s u m e r  w h o s e  end is to e n a b l e  p r o f it  to be made, 
s h ap e s  social a im s and the type of s o c i e t y  itself. He g oes  on to a r g u e  t hat 
the p r i m a c y  a c c o r d e d  to p r o f i t - m a k i n g  n e c e s s i t a t e s  o p p r e s s i v e  p o l i t i c a l  
s t r u c t u r e s  lest social d i s o r d e r  s h o u ld  d i s t u r b  profit.
Such a s s e r t i o n s  abo ut  M NCs  aims  and b a s e s  m u st  be s u p p o r t e d  by e v i d e n c e  of 
th ei r b e h a v  i o u r . WCC c r i t i c s  p r e s e n t  two s o r t s  of e v i d e n c e  s u p p o r t  i ng the
charges, first that M N C s are in d i r e ct  c o n f l i c t  with the v i si o n  of  ^ the 
J PSS and, second, that they do not do what  t hey  could to p r o m o t e  the JPSS.
The f irst c o m p r i s e s  d et a i l e d  e x a m p l e s  of MNC impact on the q u a l i t y  of life 
and work. T h e re  are a l l e g a t i o n s  of m a l p r a c t i c e s  in e m p l o y m e n t  such as 
r e s t r i c t i o n  of t r a d e un io n rights, d e h u m a n i s a t i o n  and d e s k i l l i n g ,  
e x p l o i t a t i o n  of c h e ap  labour (often c hi l d r e n ) ,  a v o i d i n g  c o m m i t  m e n t s  to
l o ng - t e r m  b e n e f i t s  and lack of c o n c e r n  fo r h ea l t h  and s a f e t y  m e a s u r e s  at 
the w o r k p l a c e  and in the c o m m u n i t y  g en e r a l l y .  O u t s i d e  the w o r k pl a ce , MNC 
i n fl u e n c e  o ft e n e x t e n d s  to p r o v i s i o n  of h o u s i n g  c o m p o u n d s  or "b o n d e d  
v i l l a g e s "  with, it is said, sca nt  r eg a r d  for the q u a l i t y  of life. It is
a l l e g e d  that all this a r i s e s  f r o m the s e a r c h  by M N C s for l o ca t i o n s  w it h  the 
c h e a p e s t  labour and f r e e d o m  from r e g u l a t i o n ,  o f te n  in o p p r e s s i v e  r e g i m e s
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that d i s c o u r a g e  labour m i li t a n c y .  It is ad de d that s uch d e v e l o p m e n t s  have 
a d v e r s e  e f f e c t s  on labour r e l a t i o n s  and c o n d i t i o n s  of work in the F i r s t  
W o rl d  as well. W h i l e  it m a y  be an o b j e c t i v e  of the G o v e r n m e n t  to o b l i g e  
an MNC to m a k e  a CP A  in or de r  to r e s t r a i n  it f r om  c e r t a i n  labour r e l a t i o n s  
p r a c t i c e s  etc, such o b j e c t i v e s  w ou ld  be e x t r e m e l y  d i f f i c u l t  to p l a c e  
e f f e c t i v e l y  in a CPA. And then, the a d d i t i o n a l  l im i t a t i o n  imposed on the
MNC in the First Wor ld  t h rou gh  the CPA is likely to ind uc e it to r e d o u b l e  
its e f f o r t s  to find h a v en s  of c h e ap  labour in the T h ir d  World.
U n d o u b t e d l y  s u c c e s s f u l  and l a r g e - s c a l e  MNC d e v e l o p m e n t  can c a u s e  e x t e n s i v e  
social as well as e c o n o m i c  c h a n g e  in third w o r ld  c o un t r i e s .  A q u e s t i o n  is
not s i m p l y  w h e t h e r  that c h a n g e  is for the b est but for the better. In the 
Th ir d World, the p o o r e s t  are a m o n g  those, f r e q u e n t l y  the m a j o ri t y,  wh o
s u r v i v e  (or do not) t h r o u gh  s u b s i s t e n c e  a g r i c u l t u r e  o u t s i d e  the c as h 
economy. Rob W h y t e  (1983), s o m e t i m e  w ith  the W or l d B ank and MNCs, e s t i m a t e s
f r om  d ata in the W o r ld  B a n k ' s  1981 "World D e v e l o p m e n t  Report, less than 2 0 %  
of the p o p u 1 at ion in m o st  th ir ld  w o r 1d co un tr i  es are in a p o s i t i o n  to be 
e i t h e r  c u s t o m e r s  or e m p l o y e e s  of M N Cs  - and they, u r b an  d w ell er s,  are not 
the (relatively) poor. A c c o r d i n g l y  the c h a r g e  of i n j u s t i c e  to the p oo r  d oe s
not p r i m a r i l y  r e l a t e  to MNC d e a l i n g s  w ith  e i t h e r  th ei r  e m p l o y e e s  or the ir 
c u st om er s; we m u st  turn to the s e c o n d  charge, w h e t h e r  the MNC fail to be  an
i n st ru me nt  of rel ie f and j u s t i c e  to the poor with w h o m  they have l it tl e 
d i r ec t  d e a l i n g  and w h e t h e r  i n t e r v e n t i o n  t h r o u gh  C P As  can help t o w a r d s  a
m o r e  general r e s t r u c t u r i n g  of the e c o n o m i c  s y s t e m  t o w a r d s  g r e a t e r  soci al 
justice.
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T hi s has much to do with the MNC r ol e in the d i f f u s i o n  of capital, 
t e c h n o l o g y  and the g en era l b e n e f i t s  of i n d u s t r i a l i s a t i o n .  It is a rgu ed  that 
the b e n e f i t s  to the Th ir d W o r l d  ar e m u ch  less than they c ou ld  be, p e r h a p s
l ar ge ly  b e c a u s e  of a legacy of imperial a t t i t u d e s  and a s s u m p t io n s.  The  
c ol on i al  e x p e r i e n c e  lives on in that t hi rd  wo rl d c o u n t r i e s  remai n as
infe ri or  p a r t n e r s  - c o n t r i b u t i n g  che ap labour and m a t e r i a l s  (Tina W allace, 
1983). The top-down, h i e r a r c h i c a l  s t r u c t u r e s  of M NC s e n u s u r e  that research 
and d e v e l o p m e n t  r e m a i n s  in the p a r en t  c o u n t r y  and that p r o f i t s  are r em i t t e d  
there. F u rt h er m or e,  there is seen to be e v i d e n c e  of an i n c r e a s i n g  
a s c e n d a n c y  of a " M i l i t a r y  In du st r ia l C o mp l e x "  over the t ra di t io na l  oil, 
food, etc MN Cs  in a nu m be r of c o u n t r i e s  wh ic h  leads to p o l i t i c a l
involv em en t,  i n c l u d i n g  the s u p p o r t  of o p p r e s s i v e  r e g i m e s  and the 
d e - s t a b i l i s a t i o n  of u n f a v o u r e d  g o v e r n m e n t s .
It is i n te r e s t i n g  that m a n a g e m e n t  and b u s i n e s s  j o u r n a l s  p r e s e n t  al m os t  a 
m i r r o r  image of the WCC p i c t u r e  of the M N C / T h i r d  W o r l d r e l at i on s hi p.
V a r i o u s  a r t i c l e s  s ho w  the M N C s  on the d e f e n s i v e  and p r o f f e r  a d v i c e  on how 
d a m a g i n g  e f f e ct s  of host g o v e r n m e n t  i n t e r v e n t i o n  m a y  be m i n i m i s e d  or 
offset. It is w i d e l y  r e c o g n i s e d  that for M N C s  to s u c c e e d  in d e v e l o p i n g  
c o u n t r i e s  they m ust  h ave soc ia l o b j e c t i v e s ;  W hi t t (1983), for ex ample, 
sh ow s how to plan a social r e s p o n s i b i l i t y  budget. T h e r e  is a t e n s i o n  
b e t w e e n  the t e n d e n c y  for MNC p l a n n i n g  to b e c o m e  m o r e  c o m p r e h e n s i v e , on a 
global basis, and p r e s s u r e  f r om  host g o v e r n m e n t s  for g r e a t e r  
d e c e n t r a l i s a t i o n  and r e s p o n s i v e n e s s  to local n e ed s and na ti o na l  plans. As a 
result, d e c e n t r a l i s a t i o n  i n c r e a s e s  b e y o n d  the r e c o g n i s e d  a d v a n t a g e  of
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m a k i n g  good use of local m a n a g e m e n t  s k i l l s  and k now how (Brandt et al., 
1980). K a p o o r  (1974) a r g u e s  t hat in any c a se  M NCs  in n e g o t i a t i o n s  and 
in v es tm e nt  ap pr a is al  in less d e v e l o p e d  c o u n t r i e s  sh o ul d  s p e c i f i c a l l y  p lan 
for a shift in p o w e r  from c o m p a n y  to host g o ve rn m en t .
Th e s i t u a t i o n  from the p oint of M N C s  is s u m m e d  up by Doz (1980): host
g o v e r n m e n t s  r e st r i c t  the f r e e d o m  of M N C s  in d e p l o y i n g  e c o n o m  i c r e s o u r c e s  
and i n t er f er e w ith "the a u t o n o m o u s  p r o c e s s  of MNC s t r a t e g y  f o r m a ti o n" . H os t
g o v e r n m e n t  interest i nc lu de s  p r o d u c t / m a r k e t  choice, use of t e c h n o l o g y , 
level of e m p l o y m e n t  and n at io na l t r a d e  b a l a n c e  (all a r ea s  of c o n c e r n  to WCC 
criti cs ).  Doz a r g u e s  that MNCs, r a t he r  than s i m p l y  c o m p l a i n  or 
a 1 tern at  i v e 1 y w i t h d r a w  i n ve stm en t,  s ho u l d  d e v e l o p  f l e x i b l e  m a n a g e m e n t  
s y s t e m s  and b a r g a in  hard. "The key b a r g a i n i n g  s t r e n g t h  of an MNC is its 
a b i l i t y  to p r o v i d e  e f f i c i e n t l y  a t e c h n o l o g i c a l  p a c k a g e  w h ic h  the host 
c o u n t r y  could not e a s i l y  o b t a i n  o t h e r w i s e . "
The i m p r es s io n thus c r e a t e d  is that indeed M N C s do f a ce  and r e s p o n d  to the 
e x e r c i s e  of c o u n t e r v a i 1 ing p o w e r  by n a ti on al  g o v e r n m e n t s . That is no 
g ua ra n te e , however, that such c o u n t e r v a i 1 ing p o we r is e x e r c i s e d  to p r o m o t e
a n y t h i n g  like a JPSS. Indeed, a u t h o r i t a r i a n  g o v e r n m e n t s  m a y  well p u r s u e  
n a t i o n a l i s t i c  p o l i c i e s  m o re  ini mi ca l to the v i si o n  of the J P S S  than w o u ld
M N Cs  left to their own devices. A p a r t  then f r o m the need for d e v e l o p m e n t  of 
p o l i t i c a l  d e m o c r a c y  as well as e c o n o m i c  d ev e l o p m e n t ,  t his  m a y  p oi n t t o w a r d s
the need for g r ea t e r  p r e s s u r e  - g o v e r n m e n t a l  and i n d e p e n d e n t  - on M N C s  in 
t he ir  o rig in al  or HQ c o u n t r y  w i t h r e g a r d  to the ir  w o r l d - w i d e  o p e r a ti o ns .
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M uch of the WCC c r i t i c i s m  of MNCs is u n b a l a n c e d  and l ac king a p p r e c i a t i o n  of 
the s t r e n g t h  of m a r k e t  f o r c e s  to limit MNC p o w e r s  ( discussed in C h a p t e r  
VII). P r e s t o n  (1983), a s y m p a t h e t i c  c o m m e n t a t o r ,  s u g g e s t s  at least pa rt  of 
the r eas on  is that the c u t t i n g  e d ge  has been b l u n t e d  by c o n c e n t r a t  i on of 
WCC r e s o u r c e s  on a l t e r n a t i v e  p r o j e c t s  in the n u c l ea r  e n e r g y  d e b a t e  and by 
d i v i s i o n  b e t w e e n  Fi rs t  Wor ld p e r s o n n e l  p r e o c c u p i e d  with " li m it s to g r o w t h " 
q u e s t i o n s  and Third Wo rl d p er s o n n e l  w ho s u s p e c t  such q u e s t i o n s  are d e v i c e s  
to keep the T hird Wo rl d in its pi a c e . N e v e r t h e l e s s ,  the T hi r d War 1 d 
p e r s p e c t i v e  p r e d o m i n a t e s  and c h a l l e n g e s  g o v e r n m e n t s  and i n t e r n at  i onal 
b o d i e s  as well as M N Cs  t h e m s e l v e s  to d e v e l o p  e f f e c t i v e  p o l i c i e s  to s a t i s f y  
this call for "justice". P u b l ic  a w a r e n e s s  in the Fir st  Wo rl d  and s y m p a t h y  
for such c a l l s  has been r ous ed  in r ec e n t  y e a r s  by Bob G e l d o f  's "Band Aid" 
f a m i n e  rel ie f fund r a i s i n g  and by d e v e l p o m e n t s  in South Africa. Ik is in 
the latter that p r e s s u r e  g roup a t t e n t i o n  has f o c u s s e d  on the o p e r a t i o n s  of 
MNCs.
We h av e d i s c u s s e d  a b o ve  the p o s s i b l e  r o le  of C PA s  in h a r n e s s i n g  M NC s  to the 
r e q u i r e m e n t s  of n at io na l e c o n o m i c  p ol icy. In this i n t e r n a t  i onal con te xt ,
w h e r e  the c all ed  for ac t io n by M N C s  in the T hird World m a y  not be in the 
e c o n o m i c  inte re st  of Fi rs t W o r l d  n ations, i n t er n at io n al  c o o p e r a t i o n  is
helpful. T h e r e  is s o me  r eg ar d to t h e s e  issues in C o d e s  of C o n d u c t  d r a wn  
up by the EEC and the OECD. Codes, however, need not be a c c e p t e d  by M NC s
and even if they are need not be o b s e r v e d  - u n l e s s  t h e re  ar e s a n c t i o n s  that 
ma y be imposed in c a s e s  of f a i l u r e  to comply. Ex c ep t in the c a s e  of
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a b s o l u t e  em ba rg os , eg on c e rt a in  c a t e g o r i e s  of t rade with  S o ut h  Africa, 
legal s a n c t i o n s  do not apply. It may  be, however, that s p e c i f i c  a c t i o n  or 
w i t h d r a w a l  of s p e c i f i e d  p r a c t i c e s  by an MNC o p e r a t i n g  in Th ir d  W o r l d
c o u n t r i e s  co ul d be part of a CPA b e t w e e n  the UK g o v e r n m e n t  and an MNC b a s e d  
in Britain.
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4 . Znd i C3.t i\/e Plâtnninff
E x p l o r a t i o n  of the c o n c ep t  of the m e s o - e c o n o m y  has sh ow n that m o d e r n  v e ry  
large s c al e  e n t e r p r i s e s  may r e q u i r e  the c o n s t r u c t i o n  of an a n a l y t i c a l  
b r i d g e  b e t w e n n  m a c r o  e c o n o m i c  p o l i c y  (in r eg a r d  to p l a n n i n g  for g r o wt h  and 
r e a l i s a t i o n  of social a nd /o r p o l i t i c a l  o b j e c t i v e s )  and c o n v e n t i o n a l  
industrial p o l i c y  (in regard to such m a t t e r s  as m o n o p o l y  and c om p e t i t i o n , 
regi on al  p o l i c y  and in te rn a ti o na l trade). E x a m i n a t i o n  of the m e s o - e c o n o m y 
as it e x i s t s  and f u n c t i o n s  has i n d i ca t ed  a primal f^cie c a se  for g o v e r n m e n t  
or in t er n at io n al  i n t e r v e n t i o n  w h ic h  c o u Id  be e x e r c i s e d  t h ro u g h  p l a n n i n g  
a g r e e m e n t s .
T hi s is, however, but a special case, a l b ei t  p o t e n t i a l l y  an i mp o rt an t one, 
of the role of the e n t e r p r i s e  in n a t io n al  p l a n n i n g  and m o r e  s p e c i f i c a l l y  
i n d i c a t i v e  pl anning. T he r e are a n u m b er  of d i f f e r e n t  t h e o r i e s  of
i n d i c a t i v e  p l a n n i n g  s p e c i f y i n g  d i f f e r e n t  p l a n n i n g  o b j e c t i v e s  and w ay s  in 
w hi c h the p l a n s  work. They have  v a r y i n g  r o l e s  for in di vi d ua l  e n t e r p r i s e s  
and he nc e for c o m p a n y  p l a n n i n g  a g r e e m e n t s .  In p r a ct i ce , a l t h o u g h  
g o v e r n m e m t 5 h ave u s u a l l y  a c k n o w l e d g e d  s o m e  t h e o r e ti c al  b a s i s  for t h ei r 
p l a n n i n g  they have r a r e ly  b a s ed  th ei r p l a n s  on j ust one theory; 
f u r t h e rm o re , p r e s e n t a t i o n a l  c o n s i d e r a t i o n s  h ave  f r e q u e n t l y  c o l o u r e d  (or 
confu se d)  a p p r e c i a t i o n  of the u n d e r l y i n g  theory. N e v e r t h e l e s s  it is
n e c e s s a r y  to d i s t i n g u i s h  d i f f e r e n t  t h e o r i e s  in d r a w i n g  l e sso ns  f r o m  the 
past for the future; there m ay  h ave  b een  t h e o r e t i c a l  as well as p o l i t i c a l
- 129 -
and i ns ti tu t io n al  weak n es se s in the UK p l a n s  of the sixties.
T h r e e t he or e ti c al  b a s e s  for i n d i c a t i v e  p l a n n i n g  m a y  be d i s t i n g u i s h e d .  The 
first is p l a n n i n g  to p r o m o t e  g en era l e q u i l i b r i u m ;  M e a d e  is the p ri n c i p a l  
p r o p o n e n t  and the F r e n c h  plans, p a r t i c u l a r l y  the e a r l i e r  ones, r est ed  
h e a v i l y  upon it. The aim of the second, by Harrod, is to b o o st  d em a n d  
e x p e c t a t i o n s  wh ic h f e a t u r e d  p r o m i n e n t l y  in the UK plans. The third, 
d e v e l o p e d  by E s t r i n  and Holmes, is that the c e n t r a l i s e d  p r o v i s i o n  of 
e co n o m i c  i n f o r m a t i o n  in an i n d i c a t i v e  p lan  co ul d i mp r ov e the o p e r a t i n g  
e f f i c i e n c y  of mark ets . G i ve n that the e s s e n c e  of i n d i c a t i v e  pl an ni ng , as 
d is ti n ct  f ro m i m p e r a t i v e  p l a n n i n g  in a c o m m a n d  economy, is that a f r e e  
m a r k e t  s y s t e m  pr ev ai ls ,  the role of the in di vi du a l e n t e r p r i s e  is cr ucial. 
The e n t e r p r i s e  or f i r m  is the chief e c o n o m i c  a g e n t that it is hoped will 
act on the " in d i c a t i o n s "  p ro vi de d.  The f o l l o w i n g  s u m m a r i e s  d r aw  on the 
first two c h a p t e r s  of E s t r i n  and H o l m e s  (1983).
The general e q u i l i b r i u m  a p p r o a c h  was d e v e l o p e d  by M e a d e  (1970). In a
free, u n p l a n n e d  e conomy, u n l e s s  th er e  are f u l l y  a d e q u a t e  f o r w a r d  m a r k e t s  in 
all s e c t o rs  and for all p ro du ct s,  e c o n o m i c  a g e n ts  c h o i c e s  are u n l i k e l y  to 
mesh. An i n d i c a t i v e  p la n m e e t s  this d e f i c i e n c y  by p r o v i d i n g  a list of 
e q u i l i b r i u m  prices, i de ally to c o v e r all p o s s i b l e  e v e n t u a l i t i e s .  P r o v i d e d  
that a ge nt s then b as e  their c h o i c e s  on the plan, a l l o c a t i v e  e f f i c i e n c y  will 
be enhanced. Prior to Meade, M a s s e  (1965), the first D i r e c t o r  G en er al  of 
the F r e nc h  P l a n n i n g  C o mm i s s i o n ,  had p l a c e d  c o h e r e n c e  as the first r e q u i s i t e  
of the F r e n c h  Plan. T h er e  were, he noted, f e a t u r e s  of the P lan that w e re
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not p u r e l y  i nd icative, such as f i n a n c i a l  s t i m u l a n t s  and the d r i v i n g  f o r c e  
of p u b li c  investment, just as th er e w e r e  r eg io na l  and social p o l i c y  a im s  as 
well as the o b j e c t i v e  of i nc r e as e d  growth. But it was the (indicative) 
c o h e r e n c e  that wo ul d i n cr e a s e  p r i v a t e  s e c t o r  c o n f i d e n c e  (to i nc r ea s e the 
rate  of e xp an s io n) .  It is i n t e r e s t i n g  that M a s s e  c it ed  the s o c i a l i s t
p l a n n i n g  theorist, Lange, in s t r e s s i n g  the r ole  of na tional p l a n n i n g  in the 
a l l o c a t i o n  of r e s o u r c e s  b e t w e e n  c o n s u m p t i o n  (now) and i n v e st m en t (for 
g r o w th  and f u t u r e  c o n s u m p t i o n ) .
T he p r o b l e m  with this g en er al  e q u i l i b r i u m  a p p r o a c h  in p r a c t i c e  is that it 
is not f e a s i b l e  to c o v e r all e v e n t u a l i t i e s  and that the p l a n n e r s  may get it
wrong. The c o n s e q u e n c e  wo ul d  be that f i r m s  who i n i t i a l l y  f o l l o w  the
i n d i c at o rs  wo ul d s u f f e r  loss and so lose f a i th  in s u b s e q u e n t  plans. E s t r i n
and H ol m e s  b e l i e v e  that it was s e r i o u s  e r r o r s  in the p la n ne rs '  p r e d i c t i o n s
in the m o r e  c o m p l e x  and u n c e r t a i n  s i x t i e s  and s e v e n ti e s,  rath er  than
s e r i o u s  e r r o rs  in b u s i n e s s  b e h a v io u r,  that sappe d the F r e n c h  P l an s  of 
c r e d ib i li ty .  W h a t e v e r  m ay  be r e q u i r e d  in p r a c t i c e  in o t h e r a s p e c t s  of a 
plan, in the p u r e l y  indica ti ve , c o h e r e n c e - c r e a t i n g ,  a s p e c t s  of an
e q u i 1 i b r i u m - p r o m o t i n g  p la n t h er e  is no need for CPAs.
H ar r od  (1973) c o n c e n t r a t e d  on the s h o r t f a l l  of actual e c o n o m i c  g ro wt h f r o m  
the w a r r a n t e d  (or w hat  has now b e c o m e  kn ow n as the natural) rate of growth.
I n d i c a t i v e  p l a ns  c ou ld  help c l o s e  this gap by r a i s i n g  b u s i n e s s  e x p e c t a t i o n s  
ab ou t f u t u r e  d em a n d  growth. T h e s e  w o u ld  p r o m p t  h i gh e r  i n ve s t m e n t  and
h e n c e output. The key e l e m e n t  in the p la n  would t h e r e f o r e  be the o v era ll
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rate of GDP growt h (as in the UK p l a n s  of the sixt ie s) . But it would need 
to be d i s a g g r e g a t e d  if, as w ou l d be ne ce ss a ry , the p l a n n e r s  e x p e c t a t i o n s  
we re  to be s u b s t i t u t e d  for b u s i n e s s  e x p e c t a t i o n s  in i nd iv id ua l sectors. How 
c ou l d t hat 5ui>s t i tu t i on be i n d u c e d ?  The  plan m u s t  be s een as c r e d i b l e  and 
r e d u c i n g  the risks of m o re  r apid ex p an s io n.  T h i s  m i g h t  be a c h i e v e d  t ho u gh  
e x t e n s i v e  c o n s u l t a t i o n s  b e t w e e n  the p l a n n e r s  and b u s i n e s s  (hence the N E D C )
in an i t er at iv e p r o c e s s  t o w a r d s  an a g r ee d  g r o w th  plan. T h e r e  wa s an e l e m e n t  
of dema nd  e x p e c t a t i o n  e nh a n c e m e n t ,  i n v o l v i n g  c o n s u l t a t i o n ,  in the e a r l i e r
F r e n c h  Pl an s  and indeed this was  m o r e  a p p r o p r i a t e  to the then p e s s i m i s t i c  
m ood of F re n c h  b u s i n e s s  than it w as  to B r i t i s h  b u s i n e s s  in the sixties.
The d ang er  of a plan of this model is that f a i l u r e  t h r o u gh  o v e r - o p t i m i s m  
co ul d wr ec k the w h ol e  system, yet the w h o l e  p o i n t is to be m o r e  o p t i m i s t i c
than b u s i n e s s  a l r e a d y  is. An o b v i o u s l y  o v e r - o p t i m i s t i c  p la n would lack 
c r e d i b i l i t y  and so not work. But it ma y be b l ow n o f f - c o u r s e  t hr o ug h 
exte rn al  s ho c k s  (world rec es si on , war, oil s u p p 1 i e s / p r i c e s ) or t h ro ug h 
c o n c e n t r a t i o n  on m a c r o  e l e m e n t s  to the e x c l u s i o n  of s t r u c t u r a l  i mb a l a n c e s  
at the m i c r o  level (skill or m a t e r i a l s  s ho rt a ge s ) amd c o n f l i c t s  of i nt er es t 
at the m e s o  e c o n o m i c  level. U n d o u b t e d l y  p l a n n i n g  in B r i t a i n  lost
c r e d i b i l i t y  as a resu lt  of the e a r l y  a b a n d o n m e n t  of b oth the NEDC 1963 P lan  
and the 1965 N ati on al  Plan. But the r e a s o n s  wer e m o r e  c o m p l e x  than
d i s i l l u s i o n m e n t  with d ema nd  e x p e c t a t i o n s .  As d i s c u s s e d  below, there w er e  
w e a k n e s s e s  in the way in wh ic h b u s i n e s s  was i nvolved w hi c h m i g h t  h ave b een 
r em e d i e d  thr ou gh  a CPA system.
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E s t r i n  and Holmes' (1983) in t he ir  own m odel of i nd i c a t i v e  p l a n n i n g  a r g u e  
a g a i n st  the A u s t r i a n s  that s om e m a c r o  e c o n o m i c  i n f o r m a t i o n  is of v a l u e to 
the firm, a g a i ns t  H o l l a n d  that lack of deta il in f i r m s ’ p l a n s  limit the
d e g r e e  of i n f o r ma t io n that can be u sed  and that s t at e p r o v i s i o n  of the 
i n f o r m a t i o n  is best. A l t h o u g h  t he y s ee  no useful role for Ho 11a n d - s t y 1e
CPAs, their model is c o n s i d e r e d  h e re  for c o m p l e t e n e s s  and als o b e c a u s e  
their g r o u n d s  for d i s m i s s i n g  C PA s  ar e o pen to ch al le ng e.
A u s t r i a n s  (see the d i s c u s s i o n  of H a y e k ’s v i e w s  in the next c ha pter) a r g u e  
that the i ndividual firm needs o nl y a v er y limited a m o u n t  of i n f o r m a t i o n
on p r i c e s  of s u p p l i e s  and p r o d u c t s  in its own m a r k et  - to pl an  a d e q u a t e l y  
and that b e c a u s e  it knows its own m a r k e t  b est  this i n f o r m a t i o n  c a n n o t  be
s u p p l i e d  f rom  e l se wh er e.  It has, however, b e c o m e  e v i d e n t  in the 
i n c r e a s i n g l y  u n c e r t a i n  s e v e n t i e s  and e i g h t i e s  that f i r m s  ar e s e n s i t i v e  to 
c h a n g e s  in m a c r o  e c o n o m i c  c o n d i t i o n s  and that they  r e c o g n i s e  that 
s en s i t i v i t y .  A c c o r d i n g l y  m o r e f i r m s  are m a k i n g  use of e x t e r n a l l y  s u p p l i e d  
e c o n o m i c  for ec as ts .
T he UK i n d i c a t i v e  p l a n s  in the s i x t i e s  w e r e  an i n c en t iv e to the d e v e l o p m e n t  
of c o r p o r a t e  p l a n n i n g  in v e ry  large i ndustrial e n t e r p r i s e s .  In the
s e v e n t i e s  and eighti es , however, t hey  ha ve  red uc ed  their e m p l o y m e n t  of 
b u s i n e s s  e c o n o m i s t s  in f o r e c a s t i n g  and cut r e s o u r c e s  d e v o t e d  to c o r p o r a t e  
p l a n n i n g  (Anderson (1987) to c o n c e n t r a t e  m or e  on the i m p l i c a t i o n s  of 
a l t e r n a t i v e  s t r a t e g i c  s ce na ri os . T hi s  d oe s not p r o v e  E s t r i n  and H o l m e s  
point about the limits to p l a n n i n g  and i n fo r m a t i o n  r e q u i r e m e n t s  s i n c e  at
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the same t im e as v er y  large e n t e r p r i s e s  h ave  b ee n c u t t i n g  back, t he r e has 
been an i n cr e a s e  in p l a n n i n g  by large and m e d i u m  s ized industr ia l f i r m s  and 
by retail and ot her  s e r v i c e  b u s i n e s s e s ,  s om e of w h ic h did v er y l i tt l e  
formal p l a n n i n g  until about a d e c a d e  a g o whe n they b e g a n to a c k n o w l e d g e  
t heir v u l n e r a b i l i t y  to c h a n g e s  in the m a c r o  e n v i r o n m e n t  - e i t h e r  real or
nominal. T h is  trend has been f a c i l i t a t e d  by the a v a i l a b i l i t y  of c h ea p 
per so na l c o m p u t e r s  and an i n c r e a s e s d  s u p p l y  of c o m m e r c i a l l y  p r o d u c e d  
e c o n o m i c  for ec as ts .
The m uch  s t e a d i e r  rate of GD P g ro w t h  f r o m  1982 than h i t h e r t o  has not
r ed uce d the d em a nd  for e c o n o m i c  f or e ca st s , b e c a u s e  u n c e r t a i n t i e s  r e l a t e d  to
m a c r o  f a c t o r s  and b e a r i n g  on the i nd iv id ua l  firm  have not been r e d u c e d . 
Indeed, int er es t and e x c h a n g e  r a te s  h av e b e c o m e  m o r e  v ol a ti le , c o n s u m e r
b e h a v i o u r  m o r e  va r ie d  and c o m p e t i t i v e  p r e s s u r e s  m o r e  intense. T hu s the 
d em an d for c o m m e r c i a l  e c o n o m i c  f o r e c a s t s  and m o r e  d e t a i l e d  o n es  - s u p p l i e d  
e i th e r  on a m u l t i - c l i e n t  b a s is  or t a i l o r  m a d e  for the ind iv id ua l f i r m  - has 
increased. T his  d oes not b ear out E s t r i n  and Holmes' c l a i m  that f i r m s ’ 
p l a n n i n g  is i n s u f f i c i e n t l y  d e t a i l e d  for CPAs.
If there are to be CPAs, then the g o v e r n m e n t  m us t h ave e c o n o m i c  f o r e c a s t s  
as a bas is  for d i s c u s s i o n  with the f i r m s  w it h w h o m they are to be agreed. 
The f irms th em se l ve s,  on the o t h er  hand are likely to w ant an a l t e r n a t i v e  
view or v i e w s  to be d iscussed. S i n c e  C P A s  will v ary  in t heir timing,
s c o pe  and detail, it wo ul d not s e e m  u n r e a s o n a b l e  for individ ua l p l a n s  to
be based on individual c o m p r o m i s e  f o r e c a s t s  - withi n limits. Th e less
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a m b i t i o u s  role for p l a n n i n g  seen by E s t r i n  and H o l m e s  e n v i s a g e s  the p o o l i n g  
of s t r a t e g i c  I n f o r m a t i o n  by firms, p a r t i c u l a r l y  in h i g h l y  c o n c e n t r a t e d  
sectors, v*nth s a n c t i o n s  a ga i ns t n o n - c o m p  1 i an ce or the p r o v i s i o n  of f a l s e  
in fo rmation. Such a role is c l e a r l y  an i m p o rt an t  i n g r e d i e n t  of a CP A 
s y s t e m .
Such a direct i n v o l v e m e n t  of f i r m s  in an i n d i c a t i v e  p l a n n i n g  s y s t e m  w o ul d 
be a m a rk e d  i mp ro v e m e n t  on the way in w h i c h  b u s i n e s s  was i n vo lv ed  in the
p la n s of the sixties. The N EDC f a i r l y  s a t i s f a c t o r i l y  inv olv ed  b u s i n e s s  
(and the T U C ) w ith the g o v e r n m e n t  in c o n s i d e r a t i o n  of m a c r o  e c o n o m i c  and 
g en eral c o m m e rc i a l / trade issues. But b e l o w  that level, m i c r o  ec on om i c,  
i ndustrial issues w er e  d i s c u s s e d  f i r st  w ith  trade a s s o c i a t i o n s  and 
s u b s e q u e n t l y  in the industrial or s e c t o r  E D C s  ("little neddies") w h i ch  
tend ed  to be d o m i n a t e d  by tra de  a s s o c i a t i o n  views. T r a d e  a s s o c i a t i o n s  ar e 
e s s e n t i a l l y  d e f e n s i v e  o r g a n i s a t i o n s  and the p r o p o s a l s  to p r o m o t e  g r o w t h  
e m a n a t i n g  f ro m the E D Cs  g e n e r a l l y  hasd a p r o t e c t  ion ist fla vo ur . It w o u l d
have  been far b et t er  for the g o v e r n m e n t  to rely on d i r ec t  d e a l i n g s  w ith  the 
m e s o - e c o n o m y  and large c o m p a n i e s  for r e l e v a n t  informa ti on , p o s i t i v e  ideas 
and a c c u r a t e  f e e d b a c k  for o n g o i n g  i n d i c a t i v e  planning.
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5. S u m m s r y  of û/fen C a s s  for C o m p a n y  P lann ing P g r e s m s n t s
P l a n n i n g  a g r e e m e n t s  w e r e  o r i g i n a l l y  seen  by H o l l a n d  as a vital i n g r ed i en t 
of I nd i c a t i v e  P l a n n i n g  l ac king in the nat io nal  p l a ns  of the sixties. T h ey  
would p r o v i d e  a m o r e  e f f e c t i v e  link b e t w e e n  g o v e r n m e n t  and in du s tr y for two
-way e x c h a n g e  of i n f or ma t io n  than tr ad e a s s o c i a t i o n s  and i n du st ry  E c o n o m i c  
D e v e l o p m e n t  Co un ci ls , b e c a u s e  it is the c o m p a n y  that is the d e c i s i o n - m a k i n g  
unit in a m a r ke t  economy. Even if e c o n o m i c  e f f i c i e n c y  is the only goal of 
i nd ic at i ve  plan ni ng , CPAs may be an e ss e nt ia l  m e a n s  of s u p p l y i n g  and
p o o l i n g  the n e c e s s a r y  i nf o rm a ti on  - on p r i c e s  and q u a n t i t i e s  and f u t u r e
investment. A formal a g r e e m e n t  b e t w e e n  g o v e r n m e n t  and large comp an ie s,  wit h
c o m m i t m e n t s  on b oth s ides and s a n c t i o n s  ag ai nst  n o n - c o m p l i a n c e  by
co mp an ie s,  p r o v i d e d  that the G o v e r n m e n t  has f u l f i l l e d  its s id e of the
bargain, may be n e c e s s a r y  to e n s u r e  the s u p p l y  of a c c u r a t e  information.
Ho ll a nd  fi nd s the c ase  for CPAs m a d e  m uch  m o r e  u rg en t by the e m e r g e n c e  of 
the m e s o - e c o n o m y  - com pa ni es , u s u a l l y  m u l t i - n a t i o n a l ,  that are of
s uf f i c i e n t  size to be able to f r u s t r a t e  the g o v e r n m e n t ’s plans. G a l b r a i t h  
ar g ue s that such c o m p a n i e s  left to their own d e v i c e s  s e r v e  the i n te r e s t s  of
the t e c h n o s t r u c t u r e  rath er  than e i th e r  s o c i e t y  at large or their
s h a r e h o 1d e r s ; they may also b e c o m e  n a t i o n l e s s  with a life of their own. A
CPA back ed  by the threat of n a t i o n a l i s a t i o n ,  could r e q u i r e  such c o m p a n i e s  
to give, for example, a high er  p r i o r i t y  to in ve st m en t and o ut p ut  g r o w t h
wi t hi n the c o u n t r y  rather than abroad, a fter due e x a m i n a t i o n  of the
r e le va nt  e c o n o m i c s  of the c o m p a n y ’s plans. Yet, s u b j e ct  to c o m p l i a n c e  w it h
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the agr ee me nt , c o m p a n i e s  wo ul d  r et a in  f r e e d o m  of ma n oe uv r e.
His c o n c e pt  of a CPA system, however, is d e s i g n e d  to s e r v e  o t h er  g o a l s  t han 
s i m p l y  that of e c o n o m i c  e f f i c i e n c y  and is m o r e  i n te r v e n  t i on i st than the
p u r e l y  indicative. It is one of the m e a n s  t o w a r d s  the t r a n s f o r m a t i o n  of 
s o c i e t y  t ow a rd s  so c ia li s m.  N e i t h e r  is it d e p e n d e n t  on the e x i s t e n c e  of a
formal i n d i c a t i v e  plan. T h us  in r e t u r n  for g o v e r n m e n t  su p po r t - for 
p l a n n i n g  a p p l i c a t i o n s  or f i n a n c i a l  a s s i s t a n c e  - a c o m p a n y  m ay  be o b l i g e d  to
meet s p e c i f i e d  social, p o l i t i c a l  or e n v i r o n m e n t a l  o bj e c t i v e s .  T h e se  c ou ld 
be national or, in the case of m u l t i - n a t i o n a l  c o m p a ni e s,  i n te r n a t i o n a l  
I  r e q u i r e m e n t s  for o p e r a t i o n s  in third w o r l d  c o unt ri es .
E x a m i n a t i o n  of t re n ds  in the s e v e n t i e s  and e i g h t i e s  s h o w s  that ind us tr ia l
c o n c e n t r a t i o n ,  taken as an in di c at or  of th e r ise  of the m e s o - e c o n o m y ,  has
not grown at the rate f o r e c a s t  by H o l l a n d  and that the m os t s u c c e s s f u l
I n d us t ri es  h av e been the less c o n c e n t r a t e d . Even so, C P As  in i n d u s t r i e s  
that have de clined, such as the m o t o r  industry, co ul d  be d e p l o y e d  not
s i m p l y  to e n s u r e  their s u r vi va l  but to c o o r d i n a t e  t he i r a c t i v i t i e s  w ith
b r o a d e r  e c o n o m  i c / p o l i t i c a l / s o c  i a 1 aims, s uch as th os e of a c o m p r e h e n s i v e  
tr an sp o rt  policy.
M a n u f a c t u r i n g  i n d us tr y  a c c o u n t s  for o n l y  a q ua r te r of the UK economy. And 
t he r e has been i n cr e as e  in c o n c e n t r â t  ion in s e rv ic es , n o t a b l y  retaili ng .
To s ome e xte nt  this b a l a n c e s  e a r l i e r  c o n c e n t r a t i o n  in i n du s tr y s u p p l y i n g
s ho ps  and e q u a l i s e s  b a r g a i n i n g  power. But r ec e nt  retail t re n d s  away f r om
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ci ty  c e n t r e s  to o u t - o f - t o w n  c e n t r e s  d e s i g n e d  for s h o p p e r s  with cars  p o i nt  
to s c o pe  for local g o v e r n m e n t  CPAs.
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V -THE CASE AGAIMST C E As
A r g u m e n t s  a ga in st  the i n tr od uc t  ion of a c o m p a n y  p l a n n i n g  a g re e m e n t  s y s t e m
can be c a t e g o r i s e d  into three types. The fi rs t s ta r ts  f rom a p o s i t i o n  of
broad s y m p a t h y  with the aims and o b j e c t i v e s  but d o ub ts the p r a c t i c a b i 1 ity
of CPAs. The s e c o nd  ca st s doubt on the m a c r o  e co n o m i c  t he or y  u n d e r l y i n g  
bke.co n ce pt  of i n d i c a t i v e  p l a n n i n g  as a m e a n s  of p r o m o t i n g  fa s te r  e c o n o m i c  
growth. The third q ue s t i o n s  m o r e  f u nd a m e n t a l l y ,  on e c o n o m i c  and 
p o l i t i c a l / s o c i a l  grounds, w he t h e r  p l a n n i n g  in general is f e a s i b l e  or at the 
v ery least at all helpful in a f r ee  society.
1. P r a c t i c a b i l i t y
The d oub ts of E s t r i n  and H o l m e s  a bo ut  C PA s  - w h e t h er  f i r m s are s u f f i c i e n t l y  
s o p h i s t i c a t e d  in t heir p l a n n i n g  and d e t a i l e d  in their p l a n s for the s y s t e m  
to get off the g ro un d  - have been d i s c u s s e d  in the p r e v i o u s  c ha p t e r  and 
e v i d e n c e  for b e l i e v i n g  they are m i s t a k e n  is d e t a i l e d  in C h a p t e r  VII. H a r e  
(1985), after e x p r e s s i n g  some d o u b t s  as to w h et h e r  C PA s are  n e c e s s a r y  to 
control m u l t i - n a t i o n a l s  and in any c a s e  w h e t h e r  H o l l a nd  has e x a g g e r a t e d  the 
co st s to the e c o n o m y  and s o c i e t y  of the m e s o e c o n o m y  and u n d e r e s t  imated the 
b enefits, s u g g e s t s  e x p e r i e n c e  in the s e v e n t i e s  p o i n t s  to s e ve r al  
d i ff ic ul ti  e s . *
One is the lack of any clear legal b a s i s  for the a g r e e m e n t s  so that, in 
c as e of n o n - c o m p l i a n c e  by the c ompany, g o v e r n m e n t  has no s a n c t i o n  o t h e r
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than the w i th d r a w a l  of fi na nc i al  or o t h e r a s s i s t a n c e  m u c h  of w hi ch  m a y 
a l r e a d y  h ave  been e x h a u s t e d . T h is  c ould be a s e r i o u s  p r o b l e m  in a 
c o m p u l s o r y  CPA s y s t e m  if f i rm s  e n t e r e d  into an a g r e e m e n t  u n w i l l in g ly , 
w i t h o u t  any real c om mi t  ment and r e a dy  to e x pl o i t  any p o s s i b l e  lo op h ol e or 
e s c a p e  route. In fact it was lar ge ly  b e c a u s e  of b u s i n e s s  h o s t i l i t y  to the 
idea that the 1974 L ab o u r  G o v e r n m e n t  a b a n d o n e d  their m a n i f e s t o  i nt e nt io n to 
i n t r o d u c e  a compuI s o r y  s y s te m w ith  C P As  n e g o t i a t e d  on a t r i p a r t i t e  b a s i s  
b e t w e e n  board, g o v e r n m e n t  and labour f o r c e  and s u b st i tu te d , in the 1975 
I n du s t r y  Act, a v o l u n t a r y  s y s t e m  n e g o t i a t e d  b et w ee n  b o a r d and g o v e r n m e n t  
alone. Hare, however, s ees c o m p u l s o r y  C P A s  as part of an aut hor i tar i an 
s o c i a l i s t  pro gr a mm e,  r a d i c a l l y  a l t e r i n g  the b a l a n c e  b e t w e e n  the i nt e r e s t s 
of p r i v a t e  e n t e r p r i s e  and the the w o r k i n g  class. He c o n c l u d e s  that such a 
c o n f r o n t a t i o n a l  p o l i c y  is less likely to s u cc ee d  in b r i n g i n g  ab ou t e c o n o m i c  
and social c h a n g e  t o w a r d s  s o c i a l i s m  than a m o r e  g r a d u a l i s t  p r o g r a m m e  b as e d 
on c o n s e n t  and i n c l ud in g  v o l u n t a r y  CPAs. C l e a r l y  o n e e n t e r e d  into 
v o l u n t a r i l y  is m o r e  likely to be v o l u n t a r i l y  a dh er ed to. E q u a l l y  c l e a r l y  it 
is less likely to h av e teeth, r e q u i r i n g  b u s i n e s s  a ct i o n  that wo ul d not 
o t h e r w i s e  take place. In p l a ce  of tee th  would be the c a r r o t  of f in a nc i al 
a s s i s t a n c e  or special tax t r e a t m e n t  d e n i ed  to n o n - a g r e e m e n t  com pa ni es .
W a l k l a n d  in G a m b l e  and W a l k l a n d  (1984), w h i le  s y m p a t h e t i c  to the idea of 
p l a n n i n g  and s e e i n g  the N a t io na l  E n t e r p r i s e  Bo ar d as p o t e n t i a l l y  a 
" v a l u a b l e  i n t e r v e n t i o n i s t  a ge ncy" (page 133), sc or n s H o l l a n d ’s i de al i st i c 
p r o g r a m m e  as " u n b e l ie va b le "  (same page). T h i s is b e c a u s e  it ignored the 
p o l it i ca l r e a l i t y  that an y p l a n s  and new i ns t i t u t i o n s  i nt r o d u c e d  by a
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L a b o u r  G o v e r n m e n t  with a s t r o n g l y  l e f t - w i n g  ideolo gi ca l s t a n c e  cou ld  and
p r o b a b l y  would be re ve rs e d by the next C o n s e r v a t i v e  on e and that industry,
r e c o g n i s i n g  this, w ou l d stall and w i t h h o l d  c o o p e r a t i o n  in CPAs.
F utherm ore , i n d u s t r y ’s a n t i p a t h y  would be f u r t h e r e d  by the p ub l ic  o w n e r s h i p
p r o p o s a l s  and t h r e a t s  in the pr og ra m me .  A l t h o u g h  thi s is an a r g u m e n t  
a ga i ns t the s o c i e t y - t r a n s f o r m i n g  o b j e c t i v e s  of L a b o u r ’s p r o g r a m m e  
and c a m p u s l a r y  CPAs, this w h ol e  e p i s o d e  of i n t e r v e n t i o n i s t  p l a n n i n g  m a y  be 
seen as a no the r f a i l u r e  of the a d v e r sa r ia l s y s t e m  of B r i t i s h  Go ve rn m en t. 
T h er e  is no e n c o u r a g e m e n t  for f i r ms  to m a k e v o l u n t a r y  C P As  if the w h o l e
s y s t e m  is likely to be a b a n d o n e d  a fter the next G en eral El ection.
By c o n t r a s t , Fi ne  (1982) sees C P A s on their own as i n a d e q u a t e  to deal w ith
m u l t i - n a t i o n a l s  and i n s u f f i c i e n t l y  s ocialist. The interest of
m u l t i - n a t i o n a l s  is in their global ach v e m en  t s ; p a r t i c u l a r l y  in the c as e 
of UK based ones, c o n f l i c t  of interest b e t w e e n  them and a s o c i a l i s t  
g o v e r n m e n t  p l a n n i n g  to e xp an d B r i t i s h  i ndu st ry is inevitable. This  c a n n o t  
be b ri dg ed  by C PAs a lo ne  s in c e i nt er na t io na l  c o m p e t i t i v e  p r e s s u r e s  may  
leave the c o m p a n y  with no o p t io n  but to b r e ak  the a g r e e m e n t , even if, w h ic h 
wo ul d often not be the case, it was e n te r e d  into v ol u n t a r i l y .  T h e r e f o r e  UK 
s u b i d i a r i e s  of M NC s and UK b as ed  o ne s m ust be na ti o na li s ed .  F i n e r e j e c t s  
the p r o p o s a l s  of G l yn n and H a r r i s o n  (1980) for w h o l e s a l e  n a t i o n a l i s a t i o n  
w ith no p l a ce  at all for CPAs. But he s ees them as v er y m u c h s eco nd  best to 
n a t i o n a l i s a t i o n  in c i rcurnstances w h e r e  the e m p l o y e e s  of an MNC t h e m s e l v e s  
c a n n ot  be p e r s u a d e d  of the b e n e f i t s  of n a t i o n a l i s a t i o n  and for c o m p a n i e s
wh ic h are lower in the p r i o r i t y  t i m e t a b l e  for n a t i o n a l i s a t i o n .  To
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h av e  any c h a n c e  of s u c c e s s  they m ust  be c om p u l s o r y ,  with the s a n c t i o n  of 
n a t i o n a l i s a t i o n  for n o n- c om p  1 i a n c e . T h u s  F i n e  sees the s am e  w e a k n e s s e s  as 
Hare, but s e e ks  a s o l u t i o n  in the o p p o s i t e  d i r e c t i o n  and is even m o r e  
e x p o s e d  to W a l k l a n d ’s c h a r g e  of i g n o r i n g  p o l i t i c a l  r e a l i t i e s  than H o l l a n d  
h i m s e 1f .
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2. D i s p u t s d  fiacra E c o n a m  i c T b e o r y
It i 5 often as su me d that i n d i c a t i v e  p l a n n i n g  and the r ole  of C PA s in it is
part and parcel of a "Key ne si an " p o l i c y  p r e s c r i p t i o n  for an u n d e r p e r f o r m i n g  
e c o n o m y  - such as the UK in the sixties. At that time, d i s s a t i s f a c t i o n
with the actual p r a c t i c e  of d e m a n d  m a n a g e m e n t  - too m u c h e x p a n s i o n  too late
when t here was slack in the e c o n o m y  l e adi ng  to o v e r s h o o t i n g  at the top of
the c y c l e  and then too much d e f l a t i o n  too late leading to b e l o w  c a p a c i t y
o ut pu t levels and, m o r e  cruc ia ll y,  d i s c o u r a g e m e n t  of i n v e st m en t p l a n s  that 
wo ul d raise f u t u re  capacity. Th e I n d i c a t i v e  Plan w ou l d d i s p l a y  the
G o v e r n m e n t ’s c o m m i t m e n t  to e x p a n s i o n  in the medium, not just the short
term. The C PA s wou ld e ns u r e  that this c o m m i t m e n t  wa s u n d e r s t o o d  and 
r el a te d to the actual d e c i s i o n - m a k i n g  unit in the pri v ate  (and
na ti on a li s ed ) b u s i n e s s  sectors, and that b u s i n e s s  p l a n s  w ou l d be ba se d on
the Plan
F r o m  this v i e w p o i n t  it is taken for g r a n t e d  that t h e re  is the s t r o n g
p o s s i b i l i t y  of ou t pu t p e r s i s t e n t l y  r u n n i n g  b e lo w  c a p a c i t y  and that the
g o v e r n m e n t  can c lo se  that gap by t a k i n g  s t ep s  to r a i s e  a g g r e g a t e  demand. 
The "m on et ar i st  c o u n te r  r e v o l u t i o n "  d e n ie d  this p o ss i bi l it y,  e x c ep t  in the
most e x c ep t io na l  c i rcurnstanc e s , and d en ie d  that g o v e r n m e n t s  have that p ow e r
over a g g r e g a t e  dema nd  in, what counts, real terms. First, it is argued,
th er e is a "natural" rate of o u t pu t  g r o wt h  with a "natural" (ie full) level
of em pl oy me nt . This can only be r a i se d  by suc h thi ng s as i m p r o v e m e n t s  in
the e f f i c i e n c y  of m a r k e t s  and d i s c o v e r y  and e x p l o i t a t i o n  of new natural
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resources. If o u tp u t  is d i s t u r b e d  f r om  its natural path, it will q u i c k l y
rever t to it u n l e s s  p r e v e n t e d  by g o v e r n m e n t  m a c r o  e c o n o m i c  m i s m a n a g e m e n t .  
S uc h m i s m a n a g e m e n t  w ou l d in clude d i v e r g e n c e  fr om  s t ea d y  g ro wt h of m o n e y  
s u p p l y  c au se d  by a t t e m p t s  to i nc re a se  real a g g r e g a t e  demand.
S u ch  a t t e m p t s  do i nc re a se  a g g r e g a t e  d e m a n d  in m o n e y  or nominal terms. Some,
eg Mi l to n Friedm an , a l l o w  for the p o s s i b i l i t y  that, gi ve n an initial 
d i s e q u i l i b r i u m  s t a t e  of s u r p l u s  capac it y,  they co ul d a lso p ro m pt  some
incr ea se  in real de m an d and output, but b e l i e v e  this would o nly be 
t e m p o r a r y  as in the m e d i u m  term the e x t r a  nominal d e m an d  wo ul d be e n t i r e l y  
a b s or b ed  in hi g he r prices. Others, b e l i e v i n g  e c o n o m i c  a g e n t s  b e h a v i o u r  to 
be g uid ed  by rat io na l e x p e c t a ti o ns ,  do not a l lo w  for e ven a s h o r t - t e r m
i n cr ea se  in real d e m an d and o u t pu t  s i n c e  e x t r a  m o n e y  s u p p l y  is a l m os t 
i n s t a n t a n e o u s l y  a b s o r b e d  in h igh er  i n f l a t i o n a r y  e x pe c t a t i o n s .  E v i d e n c e
f r om  the e x p e r i e n c e  of m o n e t a r i s t  p o l i c i e s  in the UK s i n c e  1979 is not 
c l e a r c u t  and will not be e x am i n e d  in a ny  detail here. It is noted, however, 
that the s e v e r i t y  of the 1 980-1981 r e c e s s i o n  was m o r e  than the b r i e f e s t  
d e p a r t u r e  f ro m the natural rate of growth, s u g g e s t i n g  not so m uch  that 
e c on o mi c ag e nt s  did not b e h a v e  r a t i o n a l l y  as that the i n d i c a t i o n s  ab ou t  
m o n e t a r y  p o l i c y  put out by the g o v e r n m e n t  w er e n e i t h er  cl ea r nor
c o ns ist en t.  S u b s e q u e n t l y ,  however, d e s p i t e  f a i l u r e  to d i s c o v e r  and p r o m o t e  
a r e l i a b l e  m o n e t a r y  variable, the G o v e r n m e n t ’s M e d i u m  Te rm  F in a n c i a l  
S t r a t e g y  has a ch i ev e d  a g r a d u a l  r e d u c t i o n  in the P ub li c S ect or  B o r r o w i n g  
R e qu i re me n t,  a c c o m p a n i e d  by r e m a r k a b l y  s te a d y  and p e r s i s t e n t  rat es  of 
g ro w th  of both o ut pu t  and inflation. But this does not w h o l l y  s up p o r t  the
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rational e x p e c t a t i o n s  school s i n c e  u n e m p l o y m e n t  and real w a g es  h av e
re ma i ne d s t u b b o r n  1 y above what c ou l d r e a s o n a b l y  be r e g ar de d  as m a r k e t
clearing, natural levels. S i n c e this does leave open the p o s s i b i l i t y  that 
an e x o g e n o u s  i nc re m en t  to a g g r e g a t e  demand, w h at e v e r  it m i g ht  do to
inflation, m ig h t a lso  raise real o u tp u t  and cut u n e m p l o y m e n t  in ths m e d i u m  
term , the m o n e t a r i s t  c ase is not proven.
N e v er t he le s s,  the demand-i ncreasi ng, c o n f i d e n c e - b o o s t i n g  role  of C PAs  has 
taken a knock in the m o n e t a r i s t  c o u n t e r  re vol ution. They are left w ith 
a p o te nt ia l role in M e a d e - t y p e  m a r k e t - e f f  i c i e n c y - i m p r o v  ing i nd i c a t i v e 
plans. In a m o n e t a r i s t  regime, i n d i c a t i v e  p l a n s  can c over liitle m o r e  than 
m o n e y  supply, nominal GNP, p r i c e  level and w a g e rate indications. C PA s 
could have a role  in d i s s e m i n a t i n g  such i n fo r m a t i o n  and e n a b l i n g  t r a i n i n g  
and r e t r a i n i n g  i n i t i a t i v e s  and o t h e r m e a s u r e s  to inc re as e the 
r e s p o n s i v e n e s s  and f l e x i b i l i t y  of mark et s.  And this r esidual role wo ul d 
be s ub je ct  to their p a s s i n g  the test of p ra c ti ca b i l i t y .
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J. Is P l a n n i n g  P o s s i b l e ?
Th e cl ea r a ns we r is that p l a n n i n g  in the s e n s e of p o l i t i c a l  d i r e c t i o n  or
g u i d a n c e  of e c o n o m i c  a g e n t s  is p o s s i b l e  - and has been p r a c t i c e d  
e x t e n s i v e l y  in Nazi Germany, F a s c i s t  Italy, in the USSR, C h i n a  and E a s t e r n  
Europe, in m a n y  Th ir d Wo rl d C o u n t r i e s  and to a 1e ss e r e x t e n t  in m o st  
W e s t e r n  E u r o p e a n  C ou nt r ie s.  The q u e s t i o n  is r ea ll y whe th er  such p l a n n i n g  
is c o n s i s t e n t  with a "free" s o c i e t y  and f re e m a r k e t  i n s t i t u t i o n s  a n d / or 
w h e t h e r  it is g r o s s l y  i ne f f i c i e n t  in m e e t i n g  human needs.
H a y e k  (1939 and 1944, etc), f o l l o w i n g  M i s e s (1920), a r g u e s  the t r ad i t i o n a l  
" Au st ri an " p o s i t i o n  that the e f f i c i e n c y  of a f ree  e c o n o m y  d e p e n d s  on a 
m y r i a d  of p r o d u c e r s  b e i ng  f r e e to r e s p o n d  to c o m p a r a t i v e l y  few i n d i c a t o r s
or "signals", c h i e f l y  p r i c e s  of m a te r i a l s ,  s e r v i c e s  and labour and of
c o m p e t i t o r s ’ pr od uc ts . T he s e s i g n a l s  are f o r e v e r  changi ng , so too ma y  be
c o n s u m e r  deman d or the p r o d u c e r ’s p e r c e p t i o n  of it. T hu s the r e s p o n s e  of a 
p r o d u c e r  if he is to s u r v i v e  and p r o s p e r  t hr o u g h  trial and error, ie be
ef f ic ie n t,  must be flexi bl e,  ever chang in g. No g o v e r n m e n t  agency, he
argues, co ul d  p o s s i b l y  plan s uch  a system. Even if the v a st  n um be r of 
in di vidual p ri c e s  c ou ld  be m o n i t o r e d ,  they could not be c h a n g ed  w ith 
s u f f i c i e n t  s e n s i t i v i t y  to e v e r - c h a n g i n g  d em a nd  and s u p p l y  c o n d it i on s .
T h is  a r gu m en t  was c o u n t e r e d  long ago by L e r ne r  (1934) and L a n g e  and T a y l or  
(1936) who e n v i s a g e d  a s o c i a l i s t  g o v e r n m e n t  r e q u i r i n g  the ( p o l i t ic a ll y  
ap p oi nt e d)  m a n a g e r s  of p u b l i c l y  ow ne d e n t e r p r i s e s  to fix p r i c e s  equal to
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m ar gi na l  c o sts  and to o p e r a t e  as if in a p e r f e c t l y  c o m p e t i t i v e  s it ua ti on .
T w e n t y  y ears e x p e r i e n c e  in B r i t a i n  of m a rg i n a l  cost p r i c i n g  ru le s for
n a t i o n a l i z e d  i n d u s t r i e s  d oes not s ug g e s t  that this t h e o r y  t r a n s l a t e s  e a s i l y  
into practice. A dm it t ed ly ,  n a t i o n a l i z e d  ind ust ry  o p e r a t i o n s  have b ee n 
c o m p l i c a t e d  by c h a n g e s  of g o v e r n m e n t  and r e q u i r e m e n t s  to meet f i n an c ia l 
o b j e c t i v e s  that can be and u s u a l l y  are at v a r i a n c e  wit h ma rg i na l cost
pricing. But th er e h ave also been m a j o r  problems, bot h c o nc e pt ua l  and
p r ac ti ca l,  in m a r gi na l  cost pr icing: w h e t h e r  s h o r t - r u n  or long-run and how
they are to be m e a s u r e d  - e s p e c i a l l y  in i nd u s t r i e s  w ith substantial c o m m o n  
"system" costs. S o l u t i o n s  to th es e p r o b l e m s  have been p ro po se d,  eg T u r v e y  
(1972) and Re es  (1983) but they have f ai l ed  to find general a c ce pta nc e,  not 
least in the Treasury. This, however, is s o m e w h a t  b e s i d e  the point.
The p oint is that p l a n n i n g  with the aid of c o m p a n y  p l a n n i n g  a g r e e m e n t s  is 
de si gn e d to m o d i f y  m a r k e t  s o l u t i o n s  - in the i nt e re st s of eith er  e c o n o m i c  
e f f i c i e n c y  or social benefits, or both. H a y e k ' s  a r g u m e n t  is that o b l i g i n g  
p r o d u c e r s  to take m a c r o  e c o n o m i c  and p o l i t i c a l / s o c i a l  f a c t o r s  into a c c o u n t  
t hr o ug h a p l a n n i n g  s y s t e m  is a d i v e r s i o n  from their p r i m a r y  duty to 
c o n c e n t r a t e  on w a t c h i n g  the "dials" that m o n i t o r  the c o m p a r a t i v e l y  f e w 
m i c r o  e c on o mi c d e t a i l s  that r e al l y  count. He does not a d d r e s s  the p r o b l e m
of m e s D  e c on o m i c  b u s i n e s s e s  w h o se  in te rn a ti o na l o b j e c t i v e s  may c o n f l i c t
with the g o v e r n m e n t ’s n at ional e c o n o m i c  ob je c ti ve s . T a y l o r ’s s o c i a l i s t  
a l t e r n a t i v e  is e q u a l l y  m i c r o  econ om ic . Such a t o m i s t i c  c o m p e t i t i o n  ma y  be 
ideal in p r o m o t i n g  e c o n o m i c  e f f i c i e n c y  in m e e t i n g  c o n s u m e r  w an t s and it m a y
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well be that the m a s s  of small f i r m s  do o p e r a t e  most e f f i c i e n t l y  t hr o ug h 
w a t c h i n g  a f ew  dials. N e v e r t h e le ss ,  the fact of the m a t t e r  is that large 
and giant c o m p a n i e s  a c co un t for m a j o r  c h u n k s  of the ec onomy, do need to 
r e sp o nd  to m a c r o  as well as m i c r o  e c o n o m i c  s i g n a l s  and do p la n in 
c o n s i d e r a b l e  detail. Hay ek  m a k e s  out a g ood  c a s e  for m i n i ma l  " pl an ni ng " 
i n t e r f e r e n c e  wi th  the o p e r a t i o n s  of small and m e d i u m  si ze d b us i n e s s e s .  But 
the m e s D  e c o n o m y  run by G a l b r a i t h ’s " t e c h n o s t r u c t u r e "  is qui te  a n o t h e r  
issue. No longer p u r s u i n g  the goal of m a x i m i s i n g  profits, it has the p o we r 
to control and s u b d u e  m a rk e t  forces.
A rc h p r o p o n e n t s  of the fr ee  m a r k e t  s uch as F r i e d m a n  (1962) and S t i g l e r  
(1982) c o n s i d e r  c o m p e t i t i o n  a m o n g  the g i a n t s  as c l a ss i ca l c o m p e t i t o r  wri t 
large. In the i nt e r e s t s  of the c o n s u m e r  in a f ree s o c i e t y  it s h o u ld  be 
u n t r ame 1 Ied by r e s t r i c t i o n s  or g u i d e l i n e s  laid down by the s t a te  s i n c e  they 
are m o r e  likely to end up by p r o t e c t i n g  the i n te r e s t s  of the g i a n t s  
(through r e g u l a t o r y  capture) than t h os e  of s m a l l e r  f i rm s  and the c on sum er . 
Left alone, c o m p e t i t i o n  will e n a b l e  e f f i c i e n t  small f i r m s  to c h a l l e n g e  
s u c c e s s f u l l y  the g i a n t s  as they b e c o m e  s l a c k  or a r th ri ti c.  F r i e d m a n  in
p a r t i c u l a r  links his a d v o c a c y  of the f r e e  m a r k e t  w ith  an i de ol og ic al 
c o m m i t m e n t  to a f r e e  s o c i e t y  u n b l e m i s h e d  by any s o c i a l i s t  p r o v i si on .  T h is 
p o s i t i o n  is too extreme, based on a w h o l l y  i n d i v i d u a 1 istic v i e w  of hu ma n 
nature. A c c e p t i n g  that man has a c o r p o r a t e  as well as an individ ua l
nature, it f o l l o w s  that s o c i e t y  has a r ig ht  and its r e p r e s e n t a t i v e s  a duty
to m o d i f y  the b e h a v i o u r  of i n d i v i d u a l s  and b u s i n e s s e s  in the i n t e r e s t s  not
o n l y  of i n d i v i d u a l s  but a lso  of s ociety. But can this m o d i f y i n g  be d o n e
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e f f e c t i v e l y  and if so how?
L i n d b l o m  (1975, 1977) a r g u e s  a g a i n s t  i n d i c a t i v e  p l a n n i n g  or i n d i c a t i v e
p l a n n i n g  p lus  s om e  i m p e r a t i v e  e l e me nt s , not on g r o u n d s  of p ri nc i pl e , but on 
the b a s is  of its u n s u i t a b i l i t y  and h e n c e  i m p r a c t i c a b i l i t y  in a f r e e
society. As a p o l i t i c a l  s o c i o l o g i s t ,  he d i s t i n g u i s h e s  two c l a s s e s  of
society: the i n t e l l e c t u a l l y  g ui d e d  and the p r e f e r e n c e  guided. Th e
i n t e l l e c t u a l l y  g u i d e d  s o c i e t y  is a s o c i a l i s t  nati on  w it h full e c o n o m i c  
p l a n n i n g  a p p a r a t u s  to a l l o c a t e  all or m os t resour ce s.  The a l t e r n a t i v e  is 
the p r e f e r e n c e  g u i d e d  s o c i e t y  w h e r e  m o s t  r e s o u r c e s  are a l l o c a t e d  t h r o u g h  
the i n t e rp l ay  of f r e e  mark et s.  P l a n n i n g  in suc h a s o c i e t y  is the i n tr u s i o n 
of s ome of the a p p a r a t u s  of the i n t e l l e c t u a l l y  g u i de d  s o c i e t y  - and h o p es 
for it m a y be dashed. T hi s  is b e c a u s e  p l a n s  and i n d i c a t o r s  d i s p l a y e d  by the 
p l a n n e r s  t hr ou g h the p l a n n i n g  s y s t e m  ar e a l m o s t  i n e v i t a b l y  s u b o r d i n a t e d  to 
e s t a b l i s h e d  social in te ra c ti o ns , ie m a r k e t  f o r c e s  and the m o d u s  vi\/sndi of 
the i n s t i t u t i o n s  t h r o u g h  w hi c h m a r k e t  f o r c e s  operate.
T hi s may  be so as far as p u r e l y  i n d i c a t i v e  p l a n n i n g  is c o nc er ne d.  Th e
i n d i c a t i o n s  m ay  be not ed  but not h e e d e d  if they c o n f l i c t  with m a r k e t
i n d i c a t i o n s  - and if they do not c o n f l i c t  they have no p o i n t anyway. T h i s
co ul d a ls o be tru e in a \/Qlur>ta.ry CPA system, with f i r m s  r e l u c t a n t  to e n t e r  
one in the f ir st  p l a c e  and, when t he y do, ever re ad y  to br ea k  the a g r e e m e n t  
w hen m a r k e t  f o r c e s  press. The a r g u m e n t  for c o m p u l s o r y  a g r e e m e n t s ,
however, is m o r e  f i n e l y  ba la nc ed . T h e y  do indeed di v er t if they do not
a c t u a l l y  run a g a i n s t  m a r k e t  forces, but, if b as e d on g e n u i n e  a g r e e m e n t  and
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b a c k e d by a p p r o p r i a t e  san ct io ns , c o u l d p e r h a p s  s u cc e ed  in th ei r  o b j e c t i v e s  
of, for example, p o s i t i v e l y  p r o m o t i n g  g r o w t h  m o r e e f f e c t i v e l y  than the 
n e g a t i v e  c o n s t r a i n t  of a n t i - t r u s t  p ol i ci es.  W h e t h e r  or not t hey do s u c c e e d  
m a y  d e p e nd  as m u c h on social h i s t o r y  and c u l t u r e  (see C h a p t e r  V I ) as the
ingra in ed  s t r e n g t h  of m ar k e t  forces.
So far in the chapter, d ou b t s  have b e en  c e n t e r e d  on the r es po ns e,  or lack
of it, by c o m p a n i e s  to the p l a n n i n g  i n i t i a t i v e s  of g ov e r n m e n t ,  w i t h o u t
q u e s t i o n i n g  w h e t h e r  the o b j e c t i v e s  of the p l a n n e r s  t h e m s e l v e s  r e f l e c t  the
i n t e r e s t s  of society. M e n t i o n  has b ee n m a d e  of the p o s s i b i l i t y  of 
" r e g u l a t o r y  c a pt u r e "  - when an a g e n c y  set up to r e g u l a t e  p r i c e s  or 
c o m p e t i t i v e  s t r u c t u r e  of an i n du s t r y  or m o n o p o l y  b e c o m e s  so imbued w ith  the 
e t h os  of the o r g a n i s a t i o n  b e i n g  r e g u l a t e d  that it is r e g u l a t e d  in its 
interests, not the p ub l i c  interest. T h is  is one r a m i f i c a t i o n  of the "p ublic 
c h oi ce " a n a l y s i s  of g o v e r n m e n t  e c o n o m i c  p o l i c y  i n t e r v e n t i o n  in b u s i n e s s
affairs. B u c h a n a n  (1978) and others, f o l l o w i n g  Do wns  (1957), p o i n t s  out 
that it is illogical to a n a l y s e  c o n s u m e r  and b u s i n e s s  b e h a v i o u r  as a i m i n g
to m a x i m i s e  p e rs o na l  and c o r p o r a t e  s a t i s f a c t i o n  (in t er m s of income,
profit, power, s e c u r i t y  or w ha t ev e r)  but a s s u m e  that g o v e r n m e n t  ai ms  s i m p l y
to s e r v e  the p u b l ic  interest. P o l i t i c i a n s  seek o f f i c e s  of p o w e r  for a
v a r i e t y  of m oti ve s,  i n cl u d i n g  income, p r e s t i g e  and s e l f - f u l f i l m e n t  as well
as to act in what they b e l i e v e  to be in the p ub l ic  interest. Th ey  o b t a i n
p o w er  in a d e m o c r a c y  by p e r s u a d i n g  s u f f i c i e n t  of the v o t e r s  t hat their 
p r o g r a m m e  will s a t i s f y  the v o t e r s ’ m o r e  than the p r o g r a m m e s  of c o m p e t i n g  
pa rties. T hus  just as b u s i n e s s e s  s ee k to m a x i m i s e  p r o f i t s  (or ot he r  goals)
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so p ol i t i c a l  p a r t i e s  seek to m a x i m i s e  votes, w h i l e  v o t e r s  s eek to m a x i m i s e  
u t i l i t y  thr ou gh  th ei r v ote just as t hey seek to m a x i m i s e  u t i l i t y  t h ro u g h  
th ei r e c o n o m i c  a c t i v i t y  in the m a r k e t  place.
D e v e l o p m e n t  of t his a p p r o a c h  s h o w s  that not all v o t e r s  are  equal and
m a j o r i t y  i n te r es ts  do not a l w a y s  pre va il . S o m e  v o t e r s  have  m o r e  k n o w l e d g e
and m o r e  i n c e nt i ve  than o t h e r s  to p e r s u a d e  t hr ou gh  l o bb y in g b oth  v o te r s  and 
par ti es . They may a c q u i r e  such k n o w l e d g e  and i n c e n t i v e  t h ro ug h  the ir 
e m p l o y me n t.  A m i n o r i t y  of v o t e r s  w h o s e  h o u s e h o l d s  are d e p e n d e n t  on i n co me 
f ro m e m p l o y m e n t  in a p a r t i c u l a r  i n du s tr y  are likely to feel m o r e  i n te n s e l y  
and be b et t e r  i nf ormed a bout a p o li t i c a l  pr op o sa l  a f f e c t i n g  that i n du s t r y  
than c o n s u m e r s  of the i n d u s t r y ’s p r od uc t.  T his  i n e q u a l i t y  m ay  be f u r t h e r e d
by e m p l o y e r s  and f i r m s  in the i nd u s t r y  u s i n g  their r e s o u r c e s  to p e r s u a d e  
v o t e r s  and p a r t i e s  of their p o i nt  of view. T hus p r o d u c e r  i n t e re s ts  ma y 
c a r r y  m o r e  w ei gh t in p ol i t i c a l  d e b a t e  than n u m e r i c a l l y  larger c o n s u m e r  
interests. T h e r e are also b u r e a u c r a t i c  interests. P u b l i c  o f fi c ia ls , 
a p p o i n t e d  to e x e c u t e  the will of e l e c t e d  r e p r e s e n t a t i v e s ,  h a ve  their own 
i n te r e s t s  just as o th er  p r o d u c e r s ,  p o l i t i c i a n s  and v o t e r s  do. T h e i r 
i n t e r e s t s  in pe rs o na l power, p r e s t i g e  and s e l f - f u l f i l m e n t  m a y  be r e f l e c t e d
in the aim of m a x i m i s i n g  the d e p a r t m e n t ’s e m p l o y m e n t  and budget.
A p p l i c a t i o n  of p ub l i c  c h o i c e  t h e o r y  to p l a n n i n g  and in p a r t i c u l a r  to C P A s  
s u g g e s t s  that the idea of p l a n n i n g  will appeal to the Civil S e r v i c e  s i n c e
it i n c r ea s es  its ro le  and i n f l u e n c e  and h en c e size; the m o r e  d et a i l e d  and 
i n t e r v e n t i o n i s t  the better. Le ft  to civil s ervants, t ra d e u n i o n i s t s  and
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b u s i n e s s  m a n a g e r s  it is likely to r e f l e c t  p r o d u c e r  rath er  than c o n s u m e r  
interests. On t his basis, p l a n n i n g  m a y  be f e a s i b l e  and m a d e  a c c e p t a b l e  to 
p a r t i c i p a n t s  - at s o c i e t y ' s  cost. P o l i t i c i a n s  m a y go a l o n g  wi th  it for 
the s ame  reasons, or like Mrs T ha tc he r,  m a k e  a p o p u l i s t  appeal a g a i n s t  it.
In a sense, P u b l i c  C h o i c e  p uts a t h e o r e t i c a l  f r a m e w o r k  on p o p u l a r  a t t i t u d e s
i n cl u d i n g  a g r o w i n g  m i s t r u s t  of and c y n i c i s m  t ow a r d s  p o l i t i c i a n s  and p u b l i c  
o f f i c i a l s  in r ec e n t  years. F ro m  this, it p r o v i d e s  part of the i n t e l l e ct ua l
b a s i s for p r i v a t i s a t i o n  in a b el i ef  that the b o a r d s  of n a t i o n a l i s e d
i n d u s t r i e s  (and g o v e r n m e n t  d e p a r t m e n t s  s p o n s o r i n g  them) c a n n o t  be r el i e d
u po n to act in a M or r i son i an wa y as "high c u s t o d i a n s  of the p u b l i c  
interest", i n d e p e n d e n t  or la rg el y i n d e p e n d e n t  of m a r k e t  forces. T hu s 
B r i t i s h  Telecom, B r i t i s h  Gas and B r i t i s h  A i r w a y s  are e x p e c t e d  to be m o r e  
r e s p o n s i v e  to c o n s u m e r s  r e q u i r e m e n t s  o n c e  li be ra te d f rom  b u r e a u c r a t i c
c on trol and e x p o s e d  to c o m p e t i t i v e  m a r k e t  forces. Thi s is, of course, a 
c o m p l e t e  r eversal of the w h o l e  c o n c e p t  of f n c r & s s e d  r e l i a n c e  on 
i n t e r v e n t i o n  t h r o ug h  p l a n n i n g  and c o m p a n y  p l a n n i n g  a g r e e me n ts .
P u b li c  C h o i c e  theory, however, is not o n l y  to be us ed  as a tool of 
c la s si c al  liberal e c o n o m i c s  or r ig ht - wi ng ,  m a r k e t  ideology. It can be u sed 
in c r i t i c i s m  of the fo rm s  of p r i v a t i s a t i o n  a d op t ed  in Britain. Gas,
te 1e c o m m u n  i cat i ons and a i r w a y s  p r i v a t i s a t i o n s  each sh o we d the p o w e r  of 
p r o d u c e r  in t er e st s to in fl ue n ce  g o v e r n m e n t  d e c i s i o n - m a k i n g .  In the c a s e  of
gas and e l e c t r ic i ty , the n a t i o n a l i s e d  b o a r d s  s u p p o r t e d  by the t r ad e  unions,
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d i s s u a d e d  the G o v e r n m e n t  f r om  c r e a t i n g  m o r e  c o m p e t i t i v e  m a r k e t s  by 
f r a g m e n t i n g  the i n d u st r ie s  or e f f e c t i v e l y  l i b e r a l i s i n g  m a r k e t  e n tr y on a 
s u b s t a n t i a l  scale, wh il e B r i t i sh  A i r w a y s  was  s u s t a n t i a l l y  p r o t e c t e d  t hr o u g h 
the rou te  l i c en s in g system.
In fact, the v a l u e of p u b l ic  c h o i c e  t h e o r y  is in s h o w i n g  how all g o v e r n m e n t  
a ct io n - e i t h e r  i nc r ea se d e c o n o m i c  i n v o l v e m e n t  and i n t e r v e n t i o n  or r e d u c ed 
- m us t be s c r u t i n i s e d  for c o n f u s i o n  b e t w e e n  the public, ie the social or 
c om mu ni ty , i nt erest and the i n t e re s ts  of p ow e r f u l  p a r t i c i p a n t s ,  e s p e c i a l l y  
p r o d u c e r  interests. S i n ce  the p u r s u i t  of suc h in t er e st s c a n n ot  be avoided, 
it is n e c e s s a r y  for c o u n t e r v a i 1 ing p o w e r s  to be built up. T h es e  m ay  be
br oa d c o n s u m e r  in te r es ts  an d /o r local, c o m m u n i t y  i n t e re s ts  w h i c h ma y be
e x p r e s s e d  t h r o u gh  p ol it i ca l  action, i n c l u d i n g  o r g a n i s e d  p r e s s u r e  g r o up 
po litics. The p o s s i b i l i t y  of such c o u n t e r v a i 1 i ng p o we r  b e i n g  e f f e c t i v e  
m e a n s  that the p u b l i c  c h o ic e  a n a l y s i s  has not d e s t r o y e d  the c as e  for CPA
s y s t e m s  as inst rumen ts of eco no mi  c e f f i c i e n c y  and soc i a 1 weIfare.
E x p e r i e n c e  sugge st s,  however, that the o d d s  are a ga i ns t  it.
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W I  TME: so c  I  A L AND CULTURAL. FRAMEWORK
It is cle ar  f ro m  the h i s t o r y  of p l a n n i n g  and c o ns  i de ra t  ion of the idea of 
C o m p a n y  P l a n n i n g  A g r e e m e n t s  that they are a r e as  w h e r e  e c o n o m i c s  and 
p o l i t i c s  are interwoven. P ol i t i c a l  p r e s u p p o s i t i o n s  u n d e r p i n  u n d e r s t a n d i n g  
of how the e c o n o m y  w o r k s  w h i l e  the o b j e c t i v e s  of the p l a n n e r s  (and the 
o b j e c t i o n s  of t h os e  a g a i n s t  p la nn in g)  u s u a l l y  i nc lude p o l i t i c a l  as well as 
e c o n o m i c  ones. It is my s u bm i s s i o n ,  however, that t h e re  is m u c h  m or e to it 
than p o l i t i c s  and ec o no mi c s.  D i f f e r e n c e s  in e c o n o m i c  p e r f o r m a n c e  b e t w e e n  
times, b e tw e e n  r e g i o n s  and b e t w e e n  c o u n t r i e s  owe m u c h  to hi st o ri c al , 
c ul tu ra l and i n s t i t u t io n al  factors.
T hu s the poor p e r f o r m a n c e  in t e rm s  of g r o w t h  of the UK e c o n o m y  r e l a t i v e  to 
that of other w e s t e r n  E u r o p e a n  c o u n t r i e s  d u r i n g  the 1950s r e f l e c t e d  
d e e p - s e a t e d  and l o n g - l a s t i n g  c u l t u r a l  and i ns t i t u t i o n a l  d i ff e r e n c e s .  T h en  
f a i l u r e  to r e c o g n i s e  or a p p r e c i a t e  the s i g n i f i c a n c e  of t h e s e  d i ff e r e n c e s ,
e s p e c i a l l y  b e t w e e n  B r i t a i n  and France, led to m i s u n d e r s t a n d i n g  of F r e n c h
i n d i c a t i v e  p l a n n i n g  and the f a i l u r e  and rapid a b a n d o n m e n t  of B r i t i s h
ex pe r i me' nts in i n d i c a t i v e  p l a n n i n g  in the 1960s. So, f u r t h e r
i n t e r v e n t i o n i s m  in the f o r m of C PA s  - in th ei r goals, in the ir  c o n t e n t  and 
in t heir f orm and e x e c u t i o n  - r e q u i r e s  m o r e  than e c o n o m i c  and p o l i t i c a l  
analysis.
To e x p l a i n  the d i f f e r e n c e s  and the s i g n i f i c a n c e  of t hese d i f f e r e n c e s
b e t w e e n  B r i t a i n  and o t he r a d v a n c e d  in d us tr i al  c o u n t r i e s  that have  a b e a r i n g
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on the a p p r o p r i a t e n e s s  and c h a n c e s  of s u c c e s s  of i n d i c a t i v e  plan ni ng , w ith 
or w i th ou t  a c t i v e  i n t e r v e n t i o n i s m  t h r o u g h  C PA s  etc, t h e r e is a r a ng e  of
l i t e ra t ur e to be a pp ra is ed . S o me  c o n t r i b u t o r s  e m p h a s i s e  i n s t i t u t io n al
factors, o t h e r s  the p o w e r  of ideas and at ti tu de s , c u l t u r a l l y  c o n d i t i on e d,
o t h e r s  the d i s i n t e g r a t i o n  of the a l l e g e d l y  n e c e s s a r y  r e l i g i o u s  or et hi c al  
u n d e r p i n n i n g  of the s y s t e m  in wh ic h  e c o n o m i c  d e v e l o p m e n t  m ay  take place,
and o t h er s  the c h a n g e s  that new t e c h n o l o g i c a l  and e co l o g i c a l  f a c t o r s  will 
in f u t u r e  f o r c e  on society. It is a p p r o p r i a t e  to b eg i n by s e t t i n g  the
d i s c u s s i o n  in a b r oa d  hi s to r ic al  f r a m e w o r k  - as c o n s t r u c t e d  by B r au de l 
(1982) to e x p l a i n  c a p i t a l i s t  d e v e l o pm e nt . His c o n c l u s i o n  d rawn f r o m  a 
w o r l d - w i d e  s t u d y  is that the c a p i t a l i s t  p r o c e s s  can d e v e l o p  from  c e r t a i n  
general e c o n o m i c  and social c o n d it i on s.  First, the re has to be a v i g o r o u s  
and e x p a n d i n g  m a r k e t  economy; in the f i f t e e n t h  to the e i g h t e e t h  c e n t u r i e s  
f a v o u r a b l e  g e o g r a p h i c a l ,  d e mo g r a p h i c ,  agr icultural, industrial and
c om m er ci a l f a c t o r s  w e re  o p e r a t i v e  w o r l d - w i d e ,  s u p p l e m e n t e d  by the 
l i b e r a t i n g  a ct i on  of wor ld  trade. Th is  is a n e c e s s a r y  but not s u f f i c i e n t  
c on di ti on . Second, th er e  m ust be the ri gh t a n t e c e d e n t s  : a h i e r a r c h i c a l
s o c i e t y  with d y n a s t i e s  that s u r v i v e  long e n o u g h  to a c c u m u l a t e  w e a l th  and 
yet with ladders to p e r m i t  social m ob i l i t y .
Braudel is r i g h t l y  s ce pt i c a l  of simple, a l l - e m b r a c  ing t h e o r i e s  to e x p l a i n  
e c o n o m i c  growth, such as th os e of Max W e b e r and W e r n e r  Sombart. W e b e r  
(1904) s u g g e s t e d  that it was m o r e  than c o i n c i d e n t a l  that ind us tr ia l
d e v e l o p m e n t  sh o ul d have f l o u r i s h e d  in the e i g h t e e n t h  and n i n e t e e t h  
c e n t u r i e s  in P r o t e s t a n t  n o r t h - e a s t  Europe. The  P u r i t a n  ethic e n j o i n e d  the
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i nd iv idu al to use  his t a le n ts  to the full in his G o d - o r d a i n e d  station. 
P r o s p e r i t y  w ou ld  be a sign of e l e c t i o n  but s h o ul d  be used for the c o m mo n 
good, not l ux u r i o u s  living. In c o nt ras t,  S o m b a r t  (1912) linked e c o n o m i c  
g r o w t h  w it h r a t i o n a l i s m  and Th e E n l i g h t e n m e n t ,  s e e i n g  the d e v e l o p m e n t  of 
d o u b l e - e n t r y  b o o k - k e e p i n g  in p r e - R e f o r m a t i o n  Italy as h a v i n g  a cru ci al 
i n n o v a t i v e  impact on e c o n o m i c  d e v e l o p m e n t  and growth. B r au de l does a g r e e  
wi th  S o m b a r t  that the c a p i t a l i s t  s p i r i t  can be seen at work  in f i f t e e n t h  
c e n t u r y  F l o r e n c e  but e x p l a i n s  the m o r e  rapid d e v e l o p m e n t s  in n o r t h - e a s t  
E u r o p e  as the resul t of t e c h n o l o g  i cal and po li t ic al  a c c i de n ts ,  c o u p l e d  w ith 
f a v o u r a b l e  e c o n o m i c  c i r c u m s t a n c e s .
The R e f o r m a t i o n  and the C o u n t e r  R e f o r m a t i o n  did p lay  i mp o r t a n t  roles, he 
argues, not so m uc h  in their t he ol og y,  but by their i nd ir ec t p o l i t i c a l  and 
social effects. The  R e f o r m a t i o n  g a v e  c o h e r e n c e  to the n o r t h e r n  c o u n t r i e s  
and led to the e s t a b l i s h m e n t  of a n e t w o r k  of c o m m u n i t i e s  w ith  c o m m on  or 
s i m i l a r  r e l i g i o u s  bases. It left them, however, still r a th e r  u n s u r e  of 
t h e m s el v es , with flexi bl e,  m ob ile, p l u r a l i s t i c  s o ci e t i e s .  The
C o u n t e r - R e f o r m a t i o n ,  on the o t h e r  hand, acted as a c e m e n t  h o l d i n g  
t ra d i t i o n a l  s o c i e t y  t o g e t h e r  and so wa s  a c o n s e r v a t i v e  f o r c e  u n f a v o u r a b l e
to c h a n g e  and d ev e lo p me nt .
To r e i n f o r c e  his argume nt , B ra ud el  t u r n s  o u t s i d e  E u r o p e  to c o n t r a s t  C h i n a  
and Japan, d r a w i n g  on wor k by N o r m a n  J a c o b s  (1958). C h i n a  s a t i s f i e d  the 
f ir s t c o n d i t i o n  for c a p i t a l i s t  e c o n o m i c  gr o wt h - a v i g o r o u s  and e x p a n d i n g  
m a r k e t  economy, but not the second. O ver the ce n tu r ie s,  C h i n a  has bee n
- 156 -
ru led  in an a ut h or  i tar i an s t y l e  w ith  a c l o s e l y - k n i t  b u r e a u c r a c y .  S o c i e t y
has b een imbued w ith  a s tr ic t  t r a d i t i o n  of C o n f u c i a n  m or a l i t y .  T he s e h ave 
p r o m o t e d  a c u l t u r e  in w hi c h s e r v i c e  to the s t a te  is p r a i s e w o r t h y  and 
a t t e m p t s  to a c c u m u l a t e  individual r i c h e s  co nd em n ed . By c o m p a ri s on ,  J a p an  
in the s ix te en t h,  s e v e n t e e n t h  and e i g h t e e n t h  c e n t u r i e s  was s p a r s e l y  
p o p u l a t e d  and ba ck wa rd . It had a v a r i e t y  of c o n f l i c t i n g  m i l it a ry , p o li t i c a l  
and e c o n o m i c  groups, r a th er  like m e d i e v a l  Europe. T h is  p l u r a l i s m  led to 
c o n f l i c t  and m o v e m e n t  even a f t er  the s h o g u n s  e s t a b l i s h e d  the T o k u g a w a  
dy nasty. Thus J ap a n did s a t i s f y  B r a u d e l ' s  s ec ond  c o n d i t i o n  - a s o c i e t y
w it h  h i e r a r c h i e s  and d y n a s t i es that s u r v i ve  to a c c u m u l a t e  w e a l t h  (m e r c h a n t s  
in the c as e of Japan) and d i v i d e d  into g r o u p s  with r an k s of p r e c e d e n c e  but
la dd er s  p e r m i t t i n g  social m o b il i ty . In bot h E u r o p e  and Japan, m e r c h a n t
f a m i l i e s  s e e k i n g  social a d v a n c e m e n t  o v e r c a m e  o b s t a c l e s  set by a w as t e f u l 
and o s t e n t a t i o u s  n o b i l i t y  t h r o u g h  the e x e r c i s e  of thrift, p r u d e n t  
a c c u m u l a t i o n  and s h re w d  c a lc u l a t i o n .
O l s o n  (1982), w h i l e  c o n c e n t r a t i n g  on the t w e n t i e t h  c e nt ur y,  s t r e s s e s  in a 
s i m i l a r  p e r s u a s i v e  wa y the e f f e c t  on e c o n o m i c  g r o w t h  of i ns t i t u t i o n a l  
f a c t o r s  w i th i n  society. He s e es  g r ow t h  as a b y - p r o d u c t  of i n st ab il it y,  or 
rather, i n s t i t u t io na l  s t a b i l i t y  as an o b s t r u c t i o n  to c h a n g e  and h e n ce  to 
growth. His th es is  is that i nt er e st  g r o u p s  tend to b e c o m e  p r o t e c t i o n i s t  
p r e s s u r e  groups. T he y f l o u r i s h  in so far as the i nd iv idu al  m e m b e r s ' s
s e l f - i n t e r e s t  c o i n c i d e s  with the g r o u p  inte re st  or in so far as the 
indi vi du al  can be c o e r c e d  or p e r s u a d e d  to act in the g r o u p  interest, thus
a v o i d i n g  the w e l l - k n o w n  f r e e - r i d e r  p r o b l e m  in the p r o v i s i o n  and
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d i s t r i b u t i o n  of c o l l e c t i v e  goods. T h e s e  c o n d i t i o n s  are d i f f i c u l t  to 
s a t i s f y  and so put a p r e m i u m  on k e e p i n g  the g r o u p  small r e l a t i v e  to the 
c o m m u n i t y  as a w h o l e  and are likely to r e q u i r e  a long p e r i o d  of social, 
p o l i t i c a l  and e c o n o m i c  s t a b i l i t y  b e f o r e  t he y ar e  sa ti sf ie d.  G i v e n  s uch
s ta bi li ty , however, there is a p r o b a b i l i t y  that such " d i s t r i b u t i v e  
c o a l i t i o n s "  ( Ol son's phrase) will d e v e l o p  and that their p r o t e c t i o n i s t ,
r e s t r i c t i v e - e n t r y  b i a s e s  will tend to o b s t r u c t  the d y n a m i c s  of e c o n o m i c  
growth. F u r t h e r m o r e  they are far m o r e  like ly  to be f or m ed  and to s u c c e e d
than m uc h larger interest g r o u p s  w h i c h  Ols on  c a l l s  " e n c o m p a s s i n g  
o r g a n i s a t i o n s "  r e p r e s e n t i n g  s uc h b r o a d  g r o u p s  as tax payers, the 
u n em p lo ye d , the poor or con su me rs . Su ch  o r g a n i s a t i o n s  wo ul d  d i s t r i b u t e  
b e n e f i t s  to a m u c h  w i d er  c o n s t i t u e n c y ,  p e r h a p s  the w h o l e  c o m u n i t y  and, if
they had the power, mi gh t  try to p r o m o t e  p o l i c i e s  for e c o n o m i c  g r ow th  a m o n g  
o t h e r  goals. O l s on  d o e s not in fact a r g u e  that e n c o m p a s s i n g  o r g a n i s a t i o n s  
are a good thing, but r at he r that even  if the p r o b l e m s  of a c t u a l l y  f o u n d i n g  
and s u s t a i n i n g  them are o v e r c o m e , t he y are likely to be so weak that th ey 
ar e u n a b l e  to do m u ch  actual harm. T h i s  is b e c a u s e  the f r e e - r i d e r  p r o b l e m  - 
b ot h t e m p t a t i o n  to be one and s a n c t i o n s  a g a i n s t  - is i n e v i t a b l y  m o r e  acute.
O l s o n a rg u es  that t his a n a l y s i s  i.s a p p l i c a b l e  to any s o c i e t y  or nation. 
It so h a pp en e d that B r it a i n  had a s u f f i c i e n t l y  f l e x i b l e  and m o b i l e  s o c i e t y
to s t i f l e  the d e v e l o p m e n t  of d i s t r i b u t i v e  c o a l i t i o n s  in the 18th C e n t u r y  so 
that i n d u s t r i a l i s a t i o n  and rapid e c o n o m i c  g r o w t h  co ul d  take hold s o o n e r
than in ot he r c o un tr ie s.  T h is  h el pfu l s t a t e  of flux f o l l o w e d  the 
c o n s t i t u t i o n a l  and r e l i g i o u s  u p h e a v a l s  of the 17th C e n t u r y  - the Civil War,
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the P u r i t a n  Re pu b li c,  the R e s t o r a t i o n  of the M o n a r c h y  and the t ra d i t i o n a l  
e p is c o p a l  church, w h i c h left a m o r e  p l u r a l i s t i c  and u n s e t t l e d  s o c i e t y  than 
e ver b e f o r e  with  v a r i o u s  c o n s e r v a t i v e  and m o r e  radical gr ou pi n gs ,  few of 
w h i c h felt t h e m s e l v e s  s e c u r e l y  e s t a b l i s h e d .  It is s i g n i f i a n t  that i nd us t ry 
d e v e l o p e d  a w a y f r o m  the m o r e  c o n s e r v a t i v e  and e s t a b l i s h e d  m e t r o p o l i s  and 
that m a n y  e a r l y  e n t r e p r e n e u r s  w e re  r e l i g i o u s  d i ss ent er s.
S i n c e  the end of the 17th Ce ntury, h o we ve r, Britain, in c o n t r a s t  to the 
rest of W e s t e r n  E u r o p e  and N o r t h A m e r i c a  as a whole, has had p o l i ti c al
s t ab il it y,  with a g ra dual e x t e n s i o n  of the f r anc hi se , and u n c h a n g e d
f r on ti er s.  Th is has pr o ve d f e r t i l e  g r o u n d  for the v i g o r o u s  g r o w t h  of 
d i s t r i b u t i v e  c o a l i t i o n s  in the p r e s e n t  cent ur y.  T h e se  h av e led to a kind of 
i n s t i t u ti o na l a r t h r i t i s  which has i n h i b i t e d  e c o n o m i c  growth. The s a m e is 
true, Ol so n d em o n s t r a t e s ,  of the n o r t h - e a s t e r n  s t a t e s  of the USA. By
co ntrast, the s o u t h e r n  s t a t es  e n d u r e d  d e f e a t  in the Civil War and a c e n t u r y  
of racial c o n f l i c t  w h i le  the w e s t e r n  s t a t e s  w er e  the New  F ro nt ie r)  in 
n e i t h e r  c a se  cou ld  special in terest g r o u p s  gain and hold gro wt  h - i m p ed  ing 
p o w e r  and in b ot h e c o n o m i c  g r o w t h  is f a s t e r  than in the n orth east. 
G e r m a n  and J a p a n e s e  gr o wt h  s i n c e  1945 is e x p l a i n e d  by the e l i m i n a t i o n  of 
p r e s s u r e  g r o u p s  on the left, by t o t a l i t a r i a n  g o v e r n m e n t s  pre -w ar , and on 
the right, by the v i c t o r i o u s  a l l i e s  p os t -w a r.
O l s o n ’s a n a l y s i s  is p er s ua si ve . Its s i g n i f i c a n c e  lies in c o n c e n t r a t i o n  of 
a t t e n t i o n  on special interest d i s t r i b u t i v e  c oa li t io ns .  If the re  has b ee n 
B u f f i c i c e n t  social and p o li t i c a l  s t a b i l i t y  for them to be f o rm e d  and b e c o m e
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and remain e f f e c ti ve ,  they are  likely to r es is t  a t t e m p t s  to i n c r e a s e
g o v e r n m e n t  i n t e r v e n t i o n  in the economy. B u s i n e s s  p r e s s u r e s  that h el pe d
p e r s u a d e  the 1974 L a b o u r  G o v e r n m e n t  to a b a n d o n  the idea
of c o m p u I s o r y  p l a n n i n g  a g r e e m e n t s  is an ex ample. But if the G o v e r n m e n t  
had been s t r o n g e r  p o l i t i c a l l y  and had p e r s e v e r e d  with  the idea, then the 
d i s t r i b u t i v e  c o a l i t i o n s  - t ra d e u n i o n s  as well as b u s i n e s s  g r o u p s  - m i g h t  
well have had the p o w e r  and the p r a c t i s e d  skill to use the new s y s t e m  to 
b u t t r e s s  their own p o s i t i o n s  and re s is t change. Thu s C PA s m i g h t h ave b ee n 
use d to f r u s t r a t e  the g o v e r n m e n t ’s p i a n n i n g  obj ectives.
O l s o n ’s s tr e s s  on the r ol e  of i n s t i t u t i o n s  s e e m s  to c o n t r a s t  w ith W i e n e r ’s 
(1981) e m p h a s i s  on the i n f l u e n c e  of ideas and c u l t u r e  on the r e l a t i v e  
s l o w d o w n  in B r i t i s h  e c o n o m i c  growth. We shall see, however, that the 
c o n t r a s t  is m o r e  a p p a r e n t  than real - at least in r e s p e c t  of Britain)
W i e n er  does not p r e s e n t  a u n i v e r s a l  theory. He a c c e p t s  that the E n g l i s h
social s t r u c t u r e  wa s f a v o u r a b l e  to e c o n o m i c  d e v e l o p m e n t  in the 18th 
Century. It was no longer feudal and the landed a r i s t o c r a c y  had a 
c a p i t a l i s t i c  s pi r it  not a n t a g o n i s t i c  to the new in du st r ia l b o u r g e o u s i e  
(unlike Germany). P a r a d o x i c a l l y ,  t hi s f l e x i b i l i t y  and social m o b i l i t y  
that f o st e r e d  the i n du st ria l r e v o l u t i o n  in B r i t a i n  a l s o  s o w ed  the s e e d s  of 
the s u b s e q u e n t  r e l a t i v e  slow do wn . T h i s  is b e c a u s e  it als o m e a n t
c o n t i n u i t y  in i n s t i t u t i o n s  and, m o r e  i mp or ta nt  in W i e n e r ’s eyes, of 
culture. P r e - i n d u s t r i a l  c u l t u r e  s ur v iv e d,  m i n g l e d  w ith the new indust ri al 
culture, p e r m e a t e d  it and s ap p e d  its st re ng th . T h i s  had two d i r e c t
effects. First, i n d u s t r i a l i s t s  a s p i r e d  to be "g en tl e me n"  or for t heir
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s on s to be g en t l e m e n .  Second, the p e r s i s t e n c e  of p r e - i n d u s t r 1al c u l t u r e  
a f f e c t e d  social v a l u e s  g e n e r a l l y  - in p o l i ti cs ,  religion, l i t e r a t u r e  and 
industry. I n d i r e c t  e f f e c t s  on i n d u s t r y  w e r e  to h u m a n i s e  it and at the 
s a m e  time m a k e  it less a g g r e s s i v e  and e x p a n s i o n i s t .  It ma y  a ls o ha ve
c o n t r i b u t e d  to the g e n e r a l l y  lower status of e n g i n e e r s  in B r i t a i n  noted by 
A h l s t r o m  (1982). A l s o  on the s u b j e c t  of e n g i n e e r s  it m ay  be noted in 
p a s s i n g  that their r e l a t i v e l y  high s t a t u s  in G e r m a n y  s i n ce  1945, a n a l y s e d  
by Hu t to n  and L a w r e n c e  (1981), f its the O l s o n  th e si s  of the e f f e c t s  of the 
War, its o u t c o m e  and its a f t e r m a t h  on social st ru ct ur e.
W i e ne r  crystallises the d i f f e r e n c e s  b e t w e e n  the s u r v i v i n g  p r e - i n d u s t r i a l  
c u l t u r e  and the in du st ri a l c u l t u r e  as b e t w e e n  the s outh and north. The
" So u th e rn  M e t a p h o r "  s tood for a r o m a n t i c  v ie w  of life, predominfln11 y 
A n g l i c a n  in r el ig io n,  emphasising o r d e r  and t r a d i t i o n  and b e l i e v i n g  that m a n 
wa s born to s ave (the latter at least r e m i n i s c e n t  of B ra ude l on China). 
Th e c o n t r a s t i n g  " N or the rn  M e t a p h o r "  was  pr a gm at i c,  c a l c u l a t i n g ,  
a d v e n t u r o u s  and m o t i v a t e d  by e c o n o m i c  s e l f - i n t e r e s t * .  L i n k i n g  Ol so n and 
Wiener, it was the a b s e n c e  of p o l i t i c a l  u ph e a v a l  that facili «.tated the 
t r iu m p h  of the S o u t h e r n  Metaph or . Had N a p o l e o n  invaded B r i t a i n  or had 
t he r e been v i o l e n t  r e v o l u t i o n  in the f i rs t  half of the 19th Ce ntury, it 
mi gh t be s u r m i s e d  that the N o r t h e r n  M e t a p h o r  wo ul d h a v e been b e t t e r  
e q u i p p e d  to surv iv e.  But this was not the case, and so ind us tr ia l s p i r i t
*  W i e n er  ta ke s the c o n c e p t s  of S o u t h e r n  and N o r t h e r n  M e t a p h o r s  f r o m  an 
A us t ra li a n,  D o n a ld  Hume: "God is an E n g l i s h m a n " ,  Sydney, 1969.
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and B r i t i s h  e c o n o m i c  po we r d ec l in e d.  T w e n t i e t h  C e n t u r y  B r i t a i n  i nh e ri t ed  
f r o m  the seco nd  half of the 19th a s e n s e  of g uilt ab ou t the i ndustrial 
r e v o l u t i o n  and n o s t a l g i a  for an i de a l i s e d  pre-i ndus tr  i al cult ur e;  this was
a p p a r e n t  in po li ti cs , e c on om ic s,  r e l i g i o n  and s o c i e t y  g en e ra ll y .
M a n y  e x a m p l e s  of this i n h e r i t a n c e  and its e f f e c t s  are g i v en  by Wiener. JS 
Mill and M a t t h e w  A r no l d  s t r e s s e d  the need for q u al it y  r a t h e r  than quantity. 
Th e later D i c k e n s  r e c o i l e d  f rom  his e a r l i e r  s y m p a t h e t i c  a t t i t u d e  t o w a rd s  
industry, R u s k in  d e n o u n c e d  t e c h n o l o g y  and i n d u s t r i a i isation. Keynes, as 
H i r s c h  (1977) a lso  em ph a si se d,  i m p l i c i t l y  a s s u s m e d  a p r e - i n d u s t r i a l  s y s t e m  
of social v a l u e s  and o b l i g a ti o ns .  P r i m e  M i n i s t e r  Baldwin, "the c o u n t r y  is 
En gl an d ",  u n d e r m i n e d  liberal c a p i t a l i s m  w ith  a c o l l e c t i v i s t  or c o r p o r a t e
appro ac h.  On the Left, R a m s e y  M a c D o n a l d  c o n d e m n e d  " ec ono mi c f e t i s h i s m "  and 
L a n s b u r y  d rea mt  of u r b an  d w e l l e r s  r e s e t t l e d  in the c o u n t r y s i d e  d a n c i n g
ar o un d the maypole. S c h u m a c h e r  (1973) and M is h a n  (1967) s how guilt
f e e l i n g s  about the e f f e c t s  of i n d u s t r i a l i s a t i o n .  C h r i s t i a n  soci al
t h i n k e r s  c o n t r a s t e d  the r e q u i r e m e n t s  of e c o n o m i c  g r ow th  and those of a 
m oral society. N o s t a l g i a  for the M i d d l e  A ges p e r m e a t e d  the ideas of the 
e a r l y  C h r i s t i a n  S oc i al i st s.  On this  latt er  point, P r e s t o n  (1977) a r g u e s  
r a t h er  d i f f e r e n t l y  that there was  a c o l l a p s e  of C h r i s t i a n  s o c i a l  t e a c h i n g  
at the end of the 17th Century. T h i s  led, not only to the nostalgi a for
the M i d d l e  A ges  noted by Wiener, but a l s o to a s i m p l i s t i c  e s po u s a l  of
i n di v id u a l i s t i c ,  l a i s s e z - f a i r e  e c o n o m i c s  by m a n y  19th C e n t u r y  c h ur ch me n.  
But for this (18th) " c e nt u ry  of v a c u i t y  in C h r i s t i a n  so c ia l  e th i cs " the
20th C e n t u r y  i n h e r i t a n c e  of g ui lt  and n o s t a l g i a  and indeed the actual
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c o u r s e  of the i nd us tr ia l r e v o l u t i o n  m i g h t  h ave  b ee n d i ff er en t.
B e f o r e  the 20th C e n t u r y  had dawned, however, the s e e d s  of the
d e - i n d u s t r i a l i s a t i o n  of B r it a i n  had been sown. The f i n a n c i a l  r e s o u r c e s  
c o n c e n t r a t e d  in the C ity  of L o n d o n  w er e  b e i n g  i n c r e a s i n g l y  d i v e r t e d  a w ay  
f ro m  B r i t i sh  i n du s t r y  t o wa r ds  i n v e s t m e n t  in s e r v i c e s  and o ve rs ea s.  W i e n e r  
a d m i t s  that a d e c l i n e  in the r e l a t i v e  p r o f i t a b i l i t y  of B r i t i s h  i n du st ry  and 
a d e s i r e  for g r e a t e r  s t a b i l i t y  and s e c u r i t y  w er e  im po r ta nt  in this, but 
a l so  sees it as f u r t h er  e v i d e n c e  of the f o r ce  of the Sout he rn ,
a n t i - i n d u s t r i a l  m et a ph o r.  B u r g e s s  (1983), r e v i e w i n g  Wiener, e m p h a s i s e s  
ra t he r m o r e  the role of i m p e r i a l i s m  in this process. R e c o g n i t i o n  of
B r i t a i n ’s i n c r e a s i n g  d e p e n d e n c e  on income f rom  i n v e s t m e n t  in the E m p i r e  
led to c o n c e n t r â t  ion of still m o r e  r e s o u r c e s  t h e re  instead of in
t e c h n o l o g i c a l  d e v e l o p m e n t  at home, w h i l e  at the s ame t im e the p r e v a l e n t
imperial c u l t u r e  (Kipling, etc) ig nored the i m p o r t a n c e  of industrial
d e v e l o p m e n t  in i n i t i a t i n g  and s u s t a i n i n g  that imperial in v es tm e nt  and
p r o v i d i n g  the m e a n s  w h e r e b y  the E m p i r e  wa s a d m i n i s t e r e d  and defended.
B u r g e s s  a r g u e s  f u r t h e r  that W i e n e r  m i s s e s  the im po rtance of the c h a n g i n g
role of the s t a t e  d u r i n g  the 1930s and 1940s as a c o n t r i b u t o r y  f ac to r in 
B r i t a i n ’s r e l a t i v e  e c o n o m i c  decline. "C o r p o r a t i s t - s t y 1e " s t r a t e g i e s
g e t t i n g  in du s tr ia li s ts , t r a d e - u n i o n i s t s  and g o v e r n m e n t  t og e t h e r  - to 
r e s o l v e  social c o n f l i c t  and e c o n o m i c  i n s t a b i l i t y  are f u r t h e r  e v i d e n c e  of 
the s u p r e m a c y  of the S o u t h e r n  M e t a p h o r  over the No rt h er n,  but can do 
little, s u g g e s t s  B urgess, to p r o m o t e  industr ia l r e g e n e r a t  ion. T his o f f e r s
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little h ope for i n d i c a t i v e  p la n ni ng , w it h  or w i t h o u t  c o m p a n y  p l a n n i n g  
a g re eme nt s,  as an a gent of f a s t e r  e c o n o m i c  growth, but it r e i n f o r c e s  
O l s o n ’s a n a l y s i s  d i s c u s s e d  above.
B u r g e s s  r i g h t l y  n o t es  that it is the f o r m  of st at e i n t e r v e n t i o n  in the 
e c o n o m y  r ath er  than s ta t e i n t e r v e n t i o n  p e r  s e  wh ic h is important. In
F r a n c e  and G e r m a n y  it has been and is d if fe r en t.  In F r a n c e  t he r e is a 
tr ad it io n,  d a t i n g  f rom at least the 17th Century, of c e n t r a l i s m  and
d i r i g i s m e  wh ic h  is f u l l y c o m p a t i b l e  with i n d i c a t i v e  p l a n n i n g  for e c o n o m i c  
r e g e n e r a t i o n  and' growth, w h i l e  in G e r m a n y  a u t h o r i t a r i a n  g o v e r n m e n t  f ro m
the time of u n i f i c a t i o n  under P r u s s i a  to 1945 has left its m a rk  even t ho u g h  
the Social M a r k e t  E c o n o m y  can be s een as a r e a c t i o n  fr om  t o t a l i t a r i a n i s m  
(Leruez, 1975, and H e sse lman , 1982). T h i s  d i f f e r e n c e  in the b a l a n c e  of 
p o w er  and the c h a n n e l s  of i n f l u e n c e  c l e a r l y  a f f e c t s  the re 1 a t i o n s h i p s  
b e t w e e n  g o v e r n m e n t  and industry. In p a r t i c u l a r ,  fi rm s are m o r e  like ly  to 
be r e c e p t i v e  to the idea of m a k i n g  a c o n t r a c t u a l  a g r e e m e n t  with g o v e r n m e n t  
and such a g r e e m e n t s  are m or e  likel y to be e f f e c t i v e  to the b e n e f i t  of b ot h
p a r t i e s  in a m o r e  a u t h o r  i tar i an or c e n t r a l i s t i c  traditi on . W h e t h e r  t hey
w or k to the b e n e f i t  of s o c i e t y  as a w h o l e  is, however, a n o t h e r  q uestion.
C u lt u ra l f a c t o r s  are put in a m o r e  s p e c i f i c a l l y ,  t ho ug h gen er al , e c o n o m i c
c o nt e x t  by H i r s c h  (1977). In c o n t r a s t  to the s u p e r - o p t i m i s m  of H e r m a n
K ah n (1977) who, on the b a s i s of t e c h n o l o g i c a l  advanc es , f o r e s e e s  e ver
i n c r e a s i n g  tr e nd s in p r o d u c t i v i t y  well into the 21st Cen tu ry , H i r s c h  p a ys
gr ea t a t t e n t i o n  to the social lim it s to growth. E c o n o m i c  g r o w t h  c o n s i s t s
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of in cr ea sed  p r o d u c t i o n  of two s o r t s  of w e a lt h  - d e m o c r a t i c  and o l i g a rc h ic . 
T he  limits to p r o d u c t i o n  of d e m o c r a t i c  w e a l t h  - th os e g o o d s  and s e r v i c e s  
the e n j o y m e n t  of w h i ch  by an i n di v i d u a l  is not c o n d i t i o n e d  by the q u a n t i t y  
e n j o y e d  by ot he r i n d i v i d u a l s  - ar e l a r g e l y  t e c h n o l o g i c a l ;  and so the s ky  is 
the limit. The v a l u e  of o l i g a r c h i c  we alth, h o w e v e r , d oe s d e p e n d  on w h o  is 
e n j o y i n g  it and how much they have; it is s o c i a l l y  limited. W h e t h e r  th er e 
is actual p h y si c al  scar ci ty , as in the c a s e  of natural b e a u t y  s po t s that 
m a y  be s po il t by c o ng es t io n , or top j o b s r e q u i r i n g  ever  h ig he r 
q u a l i f i c a t i o n s  as c o m p e t i t i o n  i ncreases, or r e l a t i v e  s c a r c i t y  as when 
e n j o y m e n t  depends, on e x c 1 us i v e n e s s  or r e l a t i v e  p os it io n,  t h e re  is a social 
limit to c o n s u m p t i o n .  T hus  i n c r e a s e d  inc om e doe s not m e a n in cr ea s ed
h a pp in es s,  ie welfare. C o n v e n t i o n a l  p r i c e  d e f l a t o r s  of nominal income 
t h e r e f o r e  do not lead to true m e a s u r e s  of real income. H i r s c h  no te s that 
o p i n i o n  s u r v e y s  i n d ic a te  that at a p o i nt  in time, w i t h i n  o ne  co untry, 
h a p p i n e s s  or s a t i s f a c t i o n  w ith life is p o s i t i v e l y  c o r r e l a t e d  with income, 
but not b e t w e e n  c ou n tr i es , nor o ver time. T h e point is m a d e  m o r e  s t a r k l y  in 
a n a l y s i s  of suici de s.  S u i c i d e  r a t e s  ar e  i n v er s el y c o r r e l a t e d  with income, 
w it h c o n s t a n t  levels of e du ca t io n.  But e d u c a t i o n  is p o s i t i v e l y  c o r r e l a t e d  
w i t h income and whe n e d u c a t i o n  is not held const an t,  s u i c i d e  is p o s i t i v e l y  
c o r r e l a t e d  with income.
Th e H i r s ch  th e si s is that all this c a u s e s  a general d i s s a t i s f a c t i o n  w ith 
the rate of e c o n o m i c  g r o w t h  and e c o n o m i c  p e r f o r m a n c e .  It leads to
p r e - o c c u p a t i o n  w it h r e d i s t r i b u t i v e  i ssu es  and, d e s p i t e  the p r e v a l e n t
i n di v id ua l is m , a " r e l uc t an t  c o l l e c t i v i s m " .  Yet what  is n eed ed  to c o pe
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w i th  t hese social limits is a c c e p t a n c e  of t hem and i nc r ea se d social 
c o o p e r a t i o n  wh ic h  is out of key wi th the p r e v a l e n t  i n d i v i d u a l i s t i c  c u l t u r e  
(and has b e c o m e  m o r e  so s i n c e the late s e v en  t ies when H i r s c h ’s book was 
pub 1 i s h e d ) .
A da m S m i t h ’s i n v i s i b l e  hand on the e c o n o m y  p r e s u p p o s e d  that i ndividual, 
m a x i m i s i n g  e c o n o m i c  a ge n t s  w ere  b o u n d  by a c o m m o n  social pr in ci p le .  
K e y n e s  taught that the e co n o m i c  s y s t e m  was  amoral and that m o r a l i t y  was an 
individual matter, th er e  b e i n g  no social m or a li ty .  N e v e r t h e l e s s ,  he
a ss u me d e c o n o m i c  p o l i c y  m a k e r s  w ou ld  be m o t i v a t e d  by high r eg ar d for the 
c o m m o n  good. The C h i c a g o  school, however, h ave r em o v e d  the " p a t e r n a l i s t i c  
cover", c l e a r l y  i n f l u e n c e d  by the t h e o r y  of the e c o n o m i c s  of b u r e a u c r a c y  
that e co n o m i c  p o l i c y  m a k e r s  c a n n ot  be e x p e c t e d  to be a n y m o r e  a l t r u i s t i c a l l y  
m o t i v a t e d  than o t he r  e c o n o m i c  agents. But, s ay s Hirsch, this will not do; 
the liberal m a r k e t  e c o n o m y  is m e r e l y  "a t r a n s i t i o n a l  case".
The K e y n e s i a n  liberal e c o n o m i c  o r de r  c o m p r is es ,  first, a f ree m ar ket, 
amoral, i ndividual s e l f - i n t e r e s t  b l i n d l y  s a t i s f y i n g  soci al  (market) w a n t s  
m i c r o  e c o n o m y  and, second, a p a t e r n a l i  st i c , g ui de d m a c r o  ec onomy. The
ce nt ra l a u t h o r i t i e s  hold the ring, or rather, s h a p e  it a c c o r d i n g  to 
c h a n g i n g  m a c r o  r e q u i r e m e n t s ,  but do not i n t e r f e r e  in the d e t a i l e d  m i c r o  
in -f ighting. I nitially, m a c r o  e c o n o m i c  p o l i c y  is pass iv e,  r e a c t i n g  to 
d e f i c i e n c i e s  or e x c e s s e s  in a g g r e g a t e  d e m a n d  by r e f l a t i o n  or d e f l a t i o n  
r e s pe c ti ve l y.  L a t e r  K e y n e s i a n s  find a m o r e  p o s i t i v e  role in i n d i c a t i v e  
pl anning, p r o v i d i n g  m e d i u m  term i n d i c a t o r s  of p o t e nt ia l  g r o w t h  for m i c r o
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e c o n o m i c  agents. (In pr actice, as s h o wn  in C h a p t e r  III, this role has 
a l w a ys  i nvo lv ed  r a t h e r  more i n t e r v e n t i o n i s t  p o l i c i e s  as well.) Then, as
i n d i c a t i v e  p l a n n i n g  is seen to h av e f a i l e d  to d el ive r f a s t e r  e c o n o m i c  
g r o w th  but to be a c c o m p a n i e d  by f a s t e r  inflation, K e y n e s i a n s  turn to 
p o l i c i e s  for c on tro l of the g r o wt h  of a g g r e g a t e  incomes. T h is  K e y n e s i a n  
p r o g r e s s i o n  is c r i t i c i s e d  by f r e e m a r k e t  p u r i s t s  as a s l i p p e r y  p at h t o w a r d s  
e c o n o m i c  i n e f f i c i e n c y  t h rou gh  e r o s i o n  of f r e e  m a r k e t s  at the m i c r o  level 
and by the left as a f a i l u r e  to i n t e r v e n e  s u f f i c i e n t l y  to m ee t the r e a l i t y  
of m o d e r n  industry, in p a r t i c u l a r  the r ise  of the m e s o  e c o n o m y  w h i c h  
m u st  be c o n s t r a i n e d  by such i n t e r v e n t i o n a r y  m e a n s  as CPAs. The H i r s c h  
thesis, however, is d ee p er  and c a s t s  d o ub t  on the a d e q u a c y  of both the 
a b o ve  c ri ti c is m s.
The i neons i s t e n c y  of K e y n e s i a n s  in e x p e c t i n g  a call to duty b e yo nd  and 
a b o v e  s e l f - i n t e r e s t  to be a n s w e r e d  by the ce nt ra l a u t h o r i t i e s  but no on e 
e l se  has a l r e a d y  b een  noted. But, fur th er , c e rt a in  s t a n d a r d s  of h on esty, 
r e s t r a i n t  and r e s p e c t  for law on the par t of the rest of the c o m m u n i t y  a re 
a ls o implied. In a d e m o c r a c y  the e l e c t o r a t e  is e xp e c t e d  to elect t ho s e who 
will p u r s u e  the c o m m o n  good t hr o ug h  K e y n e s i a n  d em an d m a n a g e m e n t  and to 
acce pt  the ir  g ui da nce . A m on g  i n d i c a t i o n s  of d e f i c i e n c y  in th es e 
p r e s u m p t i o n s  ar e c o n s p i c u o u s  a t t e m p t s  ( i n c r e a s in gl y  u n s u c c e s s f u l  in the 
1970s) by g o v e r n m e n t s  to m a n i p u l a t e  the b u s i n e s s  c y c l e  for e l e c t o r a l  
ad va nt ag e,  the e l e c t o r a t e ’s c y ni ca l o b s e r v a t i o n  of this, and a t t e m p t s  by 
p ow er fu l sec to ra l i n t er e st s  (eg coal miners) to seize a d v a n t a g e  (or c o r r e c t  
p e r c e i v e d  d i s a d v a n t a g e . )
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H i r s c h  a rg ue s that an a dv a n c e d  e c o n o m y  in a liberal d e m o c r a c y  has t h r ee  
c h a r a c t e r i s t i c s  of wh ic h any two but not all t hree are c o mp a t i b l e :
(i ) the e c o n o m i c  d ri v e of the f r e e m a r k e t
(ii) u n i ve r sa l  p a r t i c i p a t i o n  in v o t i n g  and, ideally, in 
d e c i s i o n - m a k i n g
(iii) the e c o n o m i c  c o n s t r a i n t  c o u p l e d  with a pyrami d - s h a p e d  income 
d i s t r i b u t  i on
D e mo cr ac y,  (ii), is c o n s i s t e n t  w ith an u n equ al  income d i s t r i b u t i o n ,  (iii), 
o n l y  if the f re e ma rket, ( i j) is a ba nd on ed.
D e mo cr acy , (li), and the f re e  market, (i ), can c o ex is t  o n l y  if the e c o n o m i c  
co ns tr ai n t,  (iii), is removed, but it ca n no t b e c a u s e  of the social limits 
to growth.
For u n b r i d l e d  m a r k e t  c ap i t a l i s m ,  (i) and (iii), it wo ul d s e e m  n e c e s s a r y  to 
s u s p e n d  uni ve ra l s uf fr ag e,  (ii).
Th e r ea so n  why liberal c a p i t a l i s m  has not c o l l a p s e d  alr ea dy , says Hirsch, 
is b e c a u s e  of its i n h e r i t a n c e  of p r e - i n d u s t r i a i , p r e - b o u r g o i se mo ra li ty . 
The r ea so n why it is now c o m i n g  u n d e r i n c r e a s i n g  s t r a i n s  is b e c a u s e  that 
i n h e r i t a n c e  is c l o s e  to e x h a u s ti o n.  T hu s the liberal m a r k e t  e c o n o m y  is a 
"t r a n s i t i o n a 1 case". H i r s c h ’s "p r e - b o u r g o i  s e " m o r a l i t y  is akin to
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W i e n e r " s  S o u t h e r n  Me ta ph or . It i n vo l v e s  i m po r ta n t m oral and soci al
•foundations, trad i t i onal 1 y b ui l t by re li gi on.  It t e m p e r s  i n d i v i d u a l i s m  by 
a social c on s i o u s n e s s  so that a d e q u a t e  p r o v i s i o n  of p u bl i c  g o o d s  is 
d e m a n d e d  w i t h o u t  the e m e r g e n c e  of an a c u t e  f r e e - r i d e r  problem. It may
a ls o f a c i l i t a t e  a c c e p t a n c e  of inc om e i n e q u a l i t y  t h r o u g h  m o r e  ov er t  e x e r c i s e
of social r e s p o n s i b i l i t y  by t ho s e high in the income p yr am id . In H o n g
Kong, s u g g e s t s  P r e s t o n  (1983), this, l ar gel y u n r e c o g n i s e d ,  r e l i g i o u s  b a s i s  
is C o n f u c i a n i s m ;  in Britain, of course, p r e d o m i n a n t l y  it is C h r i s t ! a n  i t y . 
T r ad i t i o n a l  relig io n,  however, has not b ee n v e r y  s u c c e s s f u l  in a d a p t i n g  its 
t h e o l o g y  and p r e s e n t a t i o n  to an i ndustrial age, and the industr ia l a ge  in 
its later s t a g e s  has u n d e r m i n e d  its s o c i a l / r e l i g i o u s  f o u n d a t i o n s  by c a u s i n g  
f r u s t r a t i o n  f r om  the ever  m o r e  a p p a r e n t  social lim it s to growth. N ov a k
(1978) put it m o r e  s t r o n g l y  that the f re e  m a r k e t  has, p a r t i c u l a r l y  in 
England, w r e c k e d  h av o c on the c a u s e  of c o m m u n i t y  r e s p o n s i b i 1 ity and that 
e c o n o m i c  d e v e l o p m e n t  has u n d e r c u t  the p o l i t i c a l  and c u l t u r a l  s tr uc tu r e.
C u r r e n t l y  m o r e  c l o s e l y  in vo l ve d in the f o r m a t i o n  of p o l i t i c a l  and e c o n o m i c  
p o l i c y  in Bri 'tain, G r i f f i t h s  (1982) p r e f a c e s  a c r i t i q u e  of s o c i a l i s m  with 
an at t ac k  on the s o v e r e i g n  p o we r  of the m a r k e t  s y s t e m  as e s p o u s e d  by 
F r i e d m a n  and Hayek. T hi s  is that the a g n o s t i c  b a s e s  of s uch  a s y s t e m  c a n n o t  
g e n e r a t e  the v a l u e s  n e c e s s a r y  for it to functi on . T h e s e  values, whi ch  he 
f i n d s  in the Old T e s t a m e n t  ( c o n c e n t r a t i n g  on i nd iv i du a l p r o p e r t y  r i g h t s  and 
o b l i g a t i o n s  r a t h er  than social and c o m m u n i t y  r e s p o n s i b i l i t i e s )  ar e 
ind iv id ua l r e s p o n s i b i l i t y  in s t e w a r d s h i p  of the e a r t h ’s r e s o u r c e s  and 
c o n c e r n  for the i n f i n i t e  v a l u e  and d i g n i t y  of e v e ry  o t h e r  individual.
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F r o m  the f o r g o i n g  d i s c u s s i o n  it m a y  be c o n c l u d e d  that at p r e s e n t  the UK 
e c o n o m y  is s u b s t a n t i a l l y  c o n d i t i o n e d  by a mix of factors:
A s u r v i v i n g  p r e - i n d u s t r i a l  v a l u e s  - c o n c e r n i n g  s u ch  m a t t e r s
as a ut ho ri ty , individual and soc ia l m o r a l i t y  that e xe rt  a g e n e r a l l y  
c o n s e r v a t i v e  impact on e c o n o m i c  d e v e l o p m e n t  and g r o w th
B the sp i ri t  of i n d i v i d u a l i s m  - f a c i l i t a t i n g  and p r o m o t i n g
d e v e l o p m e n t  and gr o wt h but, p o t e n t i a l l y  at least, d e s t r u c t i v e  of A
C d i s t r i b u t i v e  c o a l i t i o n s  - not n e c e s s a r i l y  in s y m p a t h y  wit h A but
a r e s t r a i n t  on and s o m e t i m e s  in d i r e c t  o p p o s i t i o n  to B
D social limits to g r o wt h
A l t h o u g h  B is e r o d i n g  A it still r e q u i r e s  A in or de r to work. It is a l s o  
limited by C and u nd e r threat f ro m D. The p o s s i b i l i t y  p r e s e n t s  itself of 
CPAs  b e c o m i n g  a new w e m p on  at the d i sp o sa l of C and so by r e s t r i c t i n g  
c h a n g e  and g r o w th  s o f t e n  D.
L o o k i n g  a little f u r t h e r  ahead, howe ve r,  the e c o l o g i c a l  d i m e n s i o n  to 
e c o n o m i c  d e v e l o p m e n t  c a ll s  for a t t e n t i o n .  T he r e are t h os e  wh o a r g u e  that 
a ct i o n  to take a c c o u n t  of it is c o m p l e m e n t a r y  to t e c h n o l o g i c a l  c h a n g e s  and 
a t r a n s f o r m a t i o n  of s o c i e t y  that ar e a ls o u n d e r w a y . P l a n n i n g  A g r e e m e n t s  
m i g ht  be m o r e  e f f e c t i v e  in e n s u r i n g  b u s i n e s s  c o o p e r a t i o n  in such a c t i on
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than m er e  l eg islation. Others, however, f o r e s e e  d e v e l o p m e n t  of a m uch m o r e  
f r a g m e n t e d  s o c i e t y  and small s c a l e  b u s i n e s s  a c t i v i t y  in w h ic h  C P A s  wo ul d be 
m uc h  less a pp rop ri at e.
D al y (1984) is an a d v o c a t e  of the "s t e a d y  s t a t e  econo my ".  T his  is not a 
"no c h a n g e " economy: k n o w l e d g e  and t e ch no l og y , and the d i s t r i b u t i o n  of
i nc om e and r e s o u r c e s  are c h a n g i n g  and will c h a n g e  all the time. But
c o n v e n t i o n a l  m o d e l s  of the e c o n o m i c  s y s t e m  are d e f e c t i v e  si nc e the 
e n v i r o n m e n t  in wh ic h the s y s t e m  is set is ignored. The c on v e n t i o n a l
i n t e r c o n n e c t e d  c i r c u l a r  flow model wa s a d e q u a t e  in the e a r l y  st ag es  of
i n d u s t r i a i isation, but 200 y ea r s of ra pi d  e c o n o m i c  g r o w th  m ea n  that the 
e c o n o m y  is no longer i n f i n i t e si m al  in r e l a t i o n  to the e c o s y s t e m . D a l y ’s
a l t e r n a t i v e  to the c i r c u l a r  f lo w model is the t hr o u g h p u t  model b o r r o w e d  
f ro m b i o l o g y  and physics. L i ke  an o rg a ni sm , the e c o n o m y  su ck s in low 
e n t r o p y  mat t e r - e n e r g y  and e x p e l s  high e n t r o p y - e n e r g y  m a t t e r  b ack into the 
e n v i r o nm e nt . C o m p o u n d  r at es  of g r o w t h  of the o r g a n i s m  c a n n ot  be s u s t a i n e d  
i n d e f i n i t e l y  si nc e a pe r pe tu a l m o t i o n  m a c h i n e  c o n t r a d i c t s  the s ec on d law of 
t h e r m o d y m n a m  ics.
F ur t h e r m o r e ,  as well as b i o - p h y i c a l  limits, Daly notes e t h i c o - s o c i a l  limits 
to g ro w t h  that are r e m i n i s c e n t  of H ir sc h.  T o d a y ’s m a r k e t  p r i c e s  c an n o t  
r e f l ec t  the p r e f e r e n c e s  of f u t u r e  g e n e r a t i o n s  who will n e v e r t h e l e s s  be 
a f f e c t e d  by t o d a y ’s d e ci si on s,  j u s t i f y i n g  i n t e r v e nt io n  in their a s s u m e d  
interests. Beyond s ome  po in t it is relaùiiye income that c o u n t s  ( H i r s c h ’s 
p o s i t i o n a l  goods). By e n c o u r a g i n g  gr ee d  and a c q u i s i t i v e n e s s ,  u n b r i d l e d
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e c on o m i c  gr o wt h c o r r o d e s  moral cap it al .
D aly p r o p o s e s  that the m a r k e t  s y s t e m  s h o u l d  be c o n st ra i ne d , u s i n g  t a x a t i o n  
to limit p o p u l a t i o n  g r o w t h  and r e s o u r c e  d e p l e t i o n  and s e t t i n g  m a x i m u m  and 
m i n i m u m  income limits. It is d i f f i c u l t  to se e how such limits and d e p l e t i o n  
t ar g et s coul d be set a r b i t r a r i l y  and j u s t l y  by g o v e r n m e n t  and ag r ee d  on a 
l o ng -t er m basis. It is, however, p o s s i b l e  to see CPAs as a f r a m e w o r k  in 
which b u s i n e s s  and c o m m u n i t y  i n te r e s t s  c ou l d be d eb at ed  and l o n g - t e r m  
b a r g a i n s  struck.
H a rm an  (1984) b e l i e v e s  the next t w e n ty  y e a r s  will be c h a o t i c  s in c e t h er e 
will be a t r a n s f o r m a t  ion of s o c i e t y  c o m p a r a b l e  to the s hi f t f rom  m ed i e v a l 
to m o de r n  w e s t e r n  Europe. He i te mi s es  f our s h a p i n g  forces:
(i) a shift to an " i n f o r m a t i o n  so ci e ty " wh ic h cou ld  p r o m o t e  the 
r e p l a c e m e n t  of a s o c i e t y  f o c u s s e d  on pr od uc ti o n,  a c q u i s i t i o n  and 
c o n s u m p t i o n  by a s o c i e t y  f o c u s s e d  on d e v e l o p m e n t  of " me a ni ng fu l life 
and o p t i m u m  hu ma n  d ev el op me nt ;
(ii) a shi ft  to a global p r e s p e c t i v e ;
(iii) a w a k e n i n g  of the s u b j ug a te d,  e s p e c i a l l y  wo me n and the p e o p l e s  of 
the Third W o r 1d ;
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(iv) a sh if t in u n d e r l y i n g  b e l i e f s  a w a y  f r o m  s c i e n t i f i c  m a t e r i a l i s m  to 
a " un iv er sa l t r a n s c e n d e n t a l  ism" or r e - s p i r i t u a l i  sm of so ciety, w h i ch  
would be e x p e r i e n t i a l ,  n o n - i n s t i t u t i o n a l , and less f u n d a m e n t a l i s t  and 
s ac e r d o t a l  than hitherto.
All this will h a v e a p r o f o u n d  impact on c o rp o r a t i o n s ,  s ay s  Harman. 
M a n a g e r s  will no longer be a b l e to rel y on e s t a b l i s h e d  p l a n n i n g  t e c h n i q u e s  
but will h ave to try to "ride the w a v e  of change". B o r r o w i n g  p h r a s e  o l o g y  
f rom the US D e c l a r a t i o n  of I nd ep e n d e n c e ,  he s u g g e s t s  that the c o r p o r a t i o n  
m us t " de ri ve  its just p o w e r s  f r o m  the c o n s e n t  of the impacted". T hi s  m e a n s  
that fi na n ci a l p r i o r i t i e s  will h ave  to g i v e  way to the p r i o r i t i e s  of 
their e m pl oy ee s,  e m p l o y e e s  of s u p p l i e r s  and (global) s o c i e t y  g en er a ll y.  
T his i nc lu de s s om e of the int er es t g r o u p s  to be involved in the or ig i na l 
c o nc e pt  of CPAs. But it co ul d well be that in such a p r o c e s s  of debate, 
i nt e re s ts  c l o s e s t  to the c o r p o r a t i o n  a n d / o r  r e s i s t a n t  to c h a n g e  (eg tr ad e 
unions) wou ld  p r o v e  m o r e  p owe rf ul  t han weaker, f u r t h e r - o f f  i n te re st  g r o u p s  
(Third World) that r eal ly  need c h a n g e  if their m e m b e r s  are to a s p i r e  to 
H a r m a n ' s  full hu ma n  d e v e l o p m e n t  ideal.
As o b s e r v e d  i m p l e m e n t a t i o n  of the a i m s  of D aly  and Harman, both A m er i c a n s ,  
co ul d be a s s i s t e d  t h r o ug h  CPAs. R o b e r t s o n  (1983, 1984) however, is m o r e  of
the "small is b e a u t i f u l "  school in w h i c h  it is m o r e  d i f f i c u l t  to fit them. 
L i ke  Harman, he b e l i e v e s  the next q u a r t e r - c e n t u r y  will be c r it i ca l and that 
b u s i n e s s  and social r e l a t i o n s  will h av e to c h a n g e  r a d i c a l l y  if " di sa s te r " 
is to be avoided. He does not b e l i e v e  a sh if t to m o r e  aut hor i tar i an
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contro ls , e it he r left or right wing, w o ul d w ork  and so is left with two 
a l t e r n a t ives. The f i rs t  he c a l l s  "h y p e r - e x p ans i o n " (HE) w h i c h  e s p o u s e s  the
o p t i m i s m  of H e r m a n  K ah n in u s i n g  t e c h n o l o g i c a l  d e v e l o p m e n t  to e n a b l e  ever 
f a s t e r  e c o n o m i c  g r o w t h  d u r i n g  the next two ce nt ur ie s . It p r o m i s e s  income, 
s t a t u s  and s a t i s f a c t i o n  for an e l i t e  and e n f o r c e d  l e is ur e for the m a s s e s  
and is s ub je ct  to the social limits to g r o w th  c r i t i q u e  of Hirsch.
The second, f avoured, s c e n a r i o  R o b e r t s o n  c a l l s  "sane, humane, e c o l o g i c a l "  
(SHE). D e c l i n i n g  e m p l o y m e n t  in b oth  c a p i t a l - i n t e n s i v e ,  l a r g e - s c a l e
i n d us t ry  and in l a r g e - s c a l e  s e r v i c e s  is inevitable, he a r g u e s  p la us i bl y . 
But there will be m o r e  work in local, s m a l l - s c a l e  e n t e r p r i s e s  and in the 
" h o u s e h o l d / n e i g h b o u r h o o d "  sector. I m p l i c a t i o n s  are that s o c i e t y  will
b e c o m e  m or e d e c e n t r a l i s e d ,  that the b o u n d a r y  line b e t w e e n  w o rk  and l e isu re 
will b e c o m e  i n c r e a s i n g l y  b l u r r e d  and that p e o p l e  will b e c o m e  less d e p e n d e n t  
on e x p e r t s  and m o r e  re li a nt  on mu t ua l se l f- h el p,  m a k i n g  full use of new 
t e c h n o l o g y  (eg p er so na l  c o m p u t e r s  and t e l e c o m m u n i c a t i o n s ) .
He d oe s not d eny that for the f o r s e e a b l e  f u t u r e  th er e will still be a large 
- c o m p a n y  sec to r w h i ch  central g o v e r n m e n t  will h ave to t ake a c c o u n t  of and 
s eek to i nf l ue nc e  in its e c o n o m i c  policy. The r e l e v e n c e  of R o b e r t s o n ’s 
a n a l y s i s  is, however, in p o i n t i n g  to the focal poi nt  of sociâ.1 change. If 
he is right, and his a r g u m e n t  has p l a u s i b i l i t y ,  this will be at the small 
end of the scale, in local c o m m u n i t i e s  and n e t w o r k s  of i n d i v i d u a l s  and 
small groups. T hu s w h i l e  C P A s m a y  h ave  an i m p or t an t r ol e to p l ay  in 
e c o n o m i c  r e s t r u c t u r i n g  they m a y  be of little v a l u e  in s oc ia l r e s t r u c t u r i n g
- 174 -
and the re  - e n f o r c i n g  e co l o g i c a l  requi rements, for e x a m p l e  - c h i e f l y  a 
n e g a t i v e  one.
- 175 -
W I T  t h e : A S S E S S M E N T
As d i s c u s s e d  in C h a p t e r  I, c o m p a n y  p l a n n i n g  a g r e e m e n t s  are  to be a s s e s s e d
a c c o r d i n g  to two cr it er ia :
(1) w h e t h e r  the c o n c e p t  of C P A s  is well d e s i g n e d  to p r o m o t e  j u s t i c e
and
(2) w h e t h e r  C PA s are likely to be e f f e c t i v e  in p r a c t i c e
T h e s e  c r i t e r i a  are i n e v i t a b l y  i nt e rw ov en.  Th e  v a l i d i t y  of the c o n c e p t  is 
a f f e c t e d  by the c i r c u m s t a n c e s  in w h i c h  it wo ul d  be put into p ra ct ic e.  
P r o m o t i o n  of j u s t i c e  as f a i r n e s s  m u s t  t ake a c c o u n t  of c u r r e n t  and
p r o s p e c t i v e  e conomic, t e c h n o l o g i c a l  and social d e v e l o p m e n t s .  In a s s e s s i n g  
the co ncept, c o n s i d e r a t i o n  s h o u l d  a l s o  be g i v en  to w h e t h e r  it is p r a c t i c a l  
p o li tic s. T h e se  p r a ct i ca l  m a t t e r s  and well as the m o r e  t h e o r e t i c a l  b a s e s  of 
C PA s a re  inc lu de d in the a s s e s s m e n t  (1); th e  c o n c e p t  is set in co ntext.
T h is  leaves un de r  (2) c o n s i d e r a t i o n  of the c o n t e n t  of CPAs, the ir
r e l a t i o n s h i p  to c o m p a n y  p l a n n i n g  as p r a c t i s e d ,  t he i r e f f e c t s  on b u s i n e s s
e f f i c i e n c y  and m a c r o - e c o n o m i c  p e r f o r m a n c e ,  and th ei r  e f f e c t i v e n e s s  in 
r e a c h i n g  th eir  o bj e ct iv es .
- 176 -
1. Th& C o n c e p t  in its C o n t e x t
The s i x t i e s  and e a r l y  s e v e n t i e s  c o n t e x t  in w h ic h  the C PA  c o n c e p t  w as  b or n 
& a w  i n c r e a s i n g  c o n c e n t r a t i o n  of m a n u f a c t u r i n g  i n du s tr y  w h i c h  w as still 
g r o w i n g  at least as fast as th e e c o n o m y  as a whole. I n d u s t r y  was  b e c o m i n g  
m o r e  i n t e r n a t i o n a l i s e d  and C PA s  w e r e  s ee n as a m e a n s  of e s t a b l i s h i n g  or 
i n c r e a s i n g  the i n f lu en c e of n at i on al  or social i n t e r e s t s  on the 
m e s o - e c o n o m i c  sector, e s p e c i a l l y  m u l t i - n a t i o n a l  c o m p a ni es .  J u s t i c e  as 
f a i r n e s s  m ea n t c u r b i n g  m o n o p o l y  p o w e r  to r e s t r i c t  o u tp u t  in the i n t e r e s t s  
of the few and e n a b l i n g  w i d e r  p a r t i c i p a t i o n ,  if o nl y  t h r o u g h  the g r e a t e r  
i n f lu e nc e of a m o r e  f u l l y  i n fo rm ed  w o r k f o r c e ,  in b u s i n e s s  d e c i s i o n - m a k i n g .
The s i t u a t i o n  is now v e r y  di f fe r en t.  Th e  m e s o - e c o n o m y  re mains, but it is 
not i n c r e a s i n g  its s h a r e  as it was. M a n u f a c t u r  i ng o u t p u t  is rising, but has 
not, and is u n l i k e l y  to regain, its s h a r e  of total o u t p u t  lost in the 
1 9 8 0 - 1 9 8 2  r e c e s s i o n  and its labour f o r c e  is m u ch  reduced. O u t p u t  of 
s e r v i c e s  is i n c r e a s i n g  its s h a r e  - but t he p a t t e r n  is v e r y  m i x e d  w it h 
g r o w t h  (and lack of it) in b oth  v e r y  l a rg e and v e ry  small e n t e r p r i s e s  and 
in b oth  hi gh -t ec h,  c a p i t a l - i n t e n s i v e  and low-tech, l a b o u r - i n t e n s i v e  
o p e r a ti o ns . C P A s  wo ul d o nly  be a p p r o p r i a t e  in large e n t e r p r i s e s  and 
p r o b a b l y  o n ly  in tho s e with g r o w t h  p r o s p e c t s .  Even  m o r e  i mp o r t a n t  t han 
t h e p a t t e r n  of o u t p ut  and e m p l o y m e n t  is t he e m e r g e n c e  of l ar ge -s c al e , 
l o ng - t e r m  u n e m p l o y m e n t  and a w i d e n i n g  of r eg io na l d i f f e r e n t i a l s  in living 
s t a n d a r d s .
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T hu s the o b j e c t i v e s  of C PAs  m u s t  now be  e x t e n d e d  f r o m  the p r o m o t i o n  of 
e c on o m i c  g r o w t h  and wi de r  p a r t i c i p a t i o n  in d e c i s i o n - m a k i n g .  Indeed, g i v e n  
that j u s t i c e  as f a i r n e s s  i mp li es  g i v i n g  p r e f e r e n c e  to the least a d v a n t a g e d  
(a p r i o r i t y  for the poor), r e d u c t i o n  in l o n g - t e r m  u n e m p l o y m e n t  and r eg i o n a l 
d e v e l o p m e n t  s ho u l d  t ak e p r i o r i t y  o ve r the ol de r o b j e c t i v e s  if t he y 
conflict. F u r t h e r m o r e  it will be  a r g u e d  that the p r i v a t i s a t i o n  and 
l i b e r a l i s a t i o n  p o l i c i e s  of C o n s e r v a t i v e  G o v e r n m e n t s  s i n c e  1979 h av e b een  
m o r e  e f f e c t i v e  in s t i m u l a t i n g  g r o w t h  than p l a n n i n g  co ul d  h a ve  been, but 
that they are u n l i k e l y  to s o l v e  the u n e m p l o y m e n t  p ro blem. In t h e s e  
c i rcurnstanc e 5 t h er e m i g h t  s ee m  m o r e  s c o p e  for C PA s w ith  local rathe r 
than nat io nal  g o v e r n m e n t  but w h e t h e r  local C PAs  c ou l d b e m a d e  m a n d a t o r y  or
c o m m an d  s u f f i c i e n t  s a n c t i o n s  for c o m p l i a n c e  is open to doubt.
Thus  the re are s e ve r a l  ar ea s for a na ly si s:
(1) D e t e r m i n a t i o n  of the p u b l i c  in te re s t r e q u i r e s  f o r e c a s t s  of the
social and e c o n o m i c  s t r u c t u r e .
(ii) It a l s o  r e q u i r e s  r e s t a t e m e n t  of the o b j e c t i v e s  of CPAs.
(iii) Are C P A s  with, or w i t h o u t  b r o a d e r  i n d i c a t i v e  plans, c o m p a t i b l e  
w i th  i nc r ea s ed  r e l i a n c e  on f r e e  c o m p e t i t i o n ?
(iv) W hi c h type(s) of CPA is (are) m o s t  likely to work, ie p r o m o t e  
j ust ice?
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(i) The Economic and Social Structure
In 1973, u n e m p l o y m e n t  t h o ug h  h ig h e r  than in the s i x t i e s  was  still o n l y  630 
t h ou s an d or 2 . 5 %  of the w o r k i n g  p o p u l a t i o n .  G r o s s D o m e s t i c  P roduct, in 
c o n s t a n t  p r i c e  terms, had b een  r i s i n g  at an a v e r a g e  r a t e of 3 . 1 %  a y ea r 
s i n c e  1960. S i n c e  then t he re  h a v e b e en  two s e v e r e  r e c e ss i on s ! GDP fell 2 . 6 %  
b e t w e e n  1973 and 1975 and by 3 . 3 %  b e t w e e n  1979 and 1981. M o d e r a t e 1y rapid 
g r o w th  was r es u me d  af te r  e ach  r ec es si on,  but GDP in 1987 was 15% less than 
it would h ave  b een if g r o w t h  had c o n t i n u e d  at 3 . 1 %  a y ea r fr om  (pre-peak)
1972. U n e m p l o y m e n t  r ose  e ac h year, e x c e p t  1979, f ro m  1974 to 1986, r e a c h i n g  
a peak of 3.21 m i ll io n,  11.6%, s e a s o n a l l y  a djusted, in J un e  of the latter 
year. S i n c e then it has fallen, but was still 2 .4 3 m il li on , 8 . 7 %  in May 
1988,
T h e  d at a  on u n e m p l o y m e n t  by r eg i on  s h o w s  that, a l t h o u g h  the rise a f te r  1973 
was p r o p o r t i o n a t e 1 y g r e a t e r  in the p r e v i o u s l y  low u n e m p l o y m e n t  regions, 
e s p e c i a l l y  the S ou t h East  and the W est  Mi dl and s,  and that the fall s i n c e  
1986 has b een  p a r t i c u l a r l y  sh ar p in s o m e  of the high u n e m p l o y m e n t  regions, 
it has b e c o m e  and r e m a i n s  v e r y  high in the r e g i o n s  w h e r e  it has been well 
a b ov e  a v e r a g e  s i n c e  the 1930s. The  s i g n i f i c a n c e  of u n e m p l o y m e n t  in 
co ns  i derat i on of j u s t i c e  as f a i r n e s s  is in the r e l a t i o n s h i p s  
b e t w e e n  lonff-'term u n e m p l o y m e n t  and p o v e r t y  and b e t w e e n  p oo r  job p r o s p e c t s  
for y o u n g p e o p l e  and d e m o r a l i s a t i o n / a n t i - s o c i a l  be h av io u r.  Thus it is 
i mp or ta nt  to n ote the r e l a t i v e  c o n c e n t r a t i o n  of b ot h  the l on g -t er m and the 
y o u ng  u n e m p l o y e d  in the n o r t h e r n  regions.
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F r o m  1973 to 1986, u n e m p l o y m e n t  in t e r m s  of the p e r c e n t a g e  of the w o r k i n g
p o p u l a t i o n  ros e m o st  in t h o s e r e g i o n s  w h e r e  u n e m p l o y m e n t  wa s a l r e a d y  the
h i g h e s t  - the North, S c ot lan d,  the N o r t h  W est and (a s pe c ia l case) N o r t h e r n  
Ireland. But in p r o p o r t i o n a t e  terms, it r o se  f a s t e s t  in the  S o u t h East,
U N E M P L O Y M E N T  B Y  R E G I O N  ( s e a s on a ll y  adjus te d)
1973 1986 1988 O C T O B E R  1987
Q3 J u n e Ma y m a l e f e m a l e r a t i o
p e r c e n t * t h o u s a n d s
Nor t h 4.3 6.4 12. 7 145 53 2 . 7 4
Y o r ks  & H u m b er 2.6 13.3 10. 1 186 76 2 . 4 5
E M i d i a n d s 1 . 9 11.0 7. 9 117 53 2.21
E A n g 1 ia 1 . 8 9.0 5.4 43 23 1.87
S o u t h  East 1 . 4 8.6 5 .7 429 196 2. 19
S o u t h  West 2.3 10.2 6.9 106 57 1. 86
W M i d i a n d s 2.0 13.6 9. 4 194 85 2 . 2 8
N o r th  West 3.3 14. 2 11.3 265 108 2 . 4 5
Wal es 3.2 14.2 11.2 105 41 2 . 5 6
S c ot  1 and 4.2 13.6 11.9 22 3 92 2 . 4 2
N Ireland 5. 7 18. 6 17. 1 90 33 2 . 7 3
U K 2 . 5 11.6 8 . 7 1, 85 6 8 1 4 2 . 2 8
Source: E m p l o y m e n t  G a z e t t e
* p e r c e n t  of w o r k i n g  p o p u l a t i o n  in 1986 and 1988; p e r c e n t  of e m p l o y e e s  
(t he re fo r e s l i g h t l y  o v e r s t a t e d  by  c o mp a r i s o n )  in 1973.
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the East M i d l a n d s  and the West M id l a n d s :  a s i x f o l d  in cr e as e  f r o m  1.4% to 8. |
4% in the Sou th  E as t c o m p a r e d  w i th  a near f o u r f o l d  i n cr e as e f r o m  4 . 3%  to |
1 6 . 4 % in the North. F ro m 1986 to 1988, however, it fell o n ly  s l i g h t l y  j
m o r e  in a b s o l u t e  t er ms  in the N o r th  and Y o r k s h i r e  Be H u m b e r s i d e  than in the 
S o u t h  East w h e re  p r o p o r t i o n a t e l y  it fell m u ch  faster. U n e m p l o y m e n t  in the 
West M i d l a n d s  r e m a i n s  a b o v e  a v e r a g e  in 1988 w h e r e a s  until 1973 it was b e l o w  
average. In r e l a t i o n  to f e m a l e  u n e m p l o y m e n t  (note, not all u n e m p l o y e d  
w om e n are in cluded s i n c e  not all are e l i g i b l e  for ben ef it ) m a l e  
u n e m p l o y m e n t  is n o t a b l y  high in the North, Wales, Y o r k s h i r e  & H u m b e r s i d e
and the No rt h West.
F o c u s s i n g  on m a l e  u n e m p l o y m e n t ,  n e a r l y  a half has b een long t erm (52 w e e k s  
or more). As d u r a t i o n  increases, the p r o p o r t i o n  of y o u ng  m en falls. The
55 and over p r o p o r t i o n  has been a f f e c t e d  by the i nc r e a s e  in e a r l y
r e t i r e m e n t  in r ec en t years.
MALE u n e m p l o y m e n t : a g e  a n d  d u r a t i o n
O c t o b e r  1987
Du râ t i on Total Age
(weeks) t hous % u n de r  25 25- 54 55 and over Total
less than 26 719 38 44 46 9 100
26 and less than 52 290 15 30 54 16 100
52 and over 895 47 18 65 17 100
Total 1,904 lOO 30 56 14 lOO
Source: Employment Gazette
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T he  p r o p o r t i o n  of l on g - t e r m  u n e m p l o y e d ,  ie 52 w e e k s  or more, a m o n g  m en  d oe s 
not v a ry  greatly; f u r t h e m o r e  s uc h v a r i a t i o n  as t h e re  is is not c l o s e l y  
r e l a t e d  to the level of u n e m p l o y m e n t .  It is, h owever, p r o p o r t i o n a t e l y  
h i g h es t  in the W es t M i d l a n d s  w h e r e  total u n e m p l o y m e n t  has r is e n m o s t  
st eeply. T h e r e  is e ve n less v a r i a t i o n  in the age c o m p o s i t i o n  of 
u n e m p l o y m e n t  in w h ic h  the u n d e r  2 5 s  e v e r y w h e r e  a c c o u n t  for  a s m a l l e r  
p r o p o r t i o n  of long term than of total u n e m p l o y m e n t .  It is clear, however, 
that the S o u t h East do es  h a ve  a r e l a t i v e l y  less s e v e r e  long t erm  
u n e m p l o y m e n t  p r o b l e m  w it h a s m a l l e r  p r o p o r t i o n  of the long t er m u n e m p l o y e d  
u n d e r  25.
AGE AND DURATION OF MALE UNEMPLOYMENT (MAIN REGIONS)
O c t o b e r  1987
% of all u n e m p l o y e d %  of long term
A ge u n de r L o n g  t e rm u n de r 25 2 5 - 5 4 55 an
25 (52 w e e k s  or more)
S o u t h  East 28 4 3 16 65 19
(Greater London) (28) (45) ( 17) ( 16) (16)
Y o r k s  fti H u m b e r 31 49 19 19 19
N o r th  West 31 50 20 14 14
N o r th 29 49 18 17 17
W M i d l a n d s 29 53 17 18 18
E M i d l a n d s 28 46 17 23 23
Scot 1 and 33 46 21 14 14
Source: Employment Gazette
- 183 -
Th e e f f e c t  of t h e s e  r egi on al  i m b a l a n c e s  s h o w s  up in d i f f e r e n c e s  in i nc o me  
growth. F r o m  the F a m i l y  E x p e n d i t u r e  S u r v e y  the  g r ow t h  of real v a l u e  of 
total e x p e n d i t u r e  per  h o u s e h o l d  is c a l c u l a t e d .  All r e g i o n s  for w h i c h  
s i n g l e - y e a r  e s t i m a t e s  ar e p u b l i s h e d  s h o w  i n c r e a s e s  for  b o t h the 1972 to 
1979 and the 1979 to 1986 p er io ds . But, w h e r e a s  in L o n d o n  and the R e s t  of 
the Sou th  E ast  t h er e  is s om e  a c c e l e r a t i o n  b e t w e e n  the two p er iods, in the 
o t h e r  r e g i o n s  t h e r e  is a s l o w d o w n  - to less than 1% a y ea r in Y o r k s h i r e  & 
H um b er si d e,  the West M i d l a n d s  and S c o t la n d.
G R O W T H  O F  T O T A L  S P E N D I N G  in real t er m s 
% pa 1 9 7 2 - 7 9  1 9 7 9 -8 6  1 9 7 9 -8 6
p er  h o u s e h o l d  per  p e r s o n
Y o rk s % H u m b e r  1.3 0 . 7 1.5
No rt h West 2.1 0. 8  2 .0
W est M i d l a n d s  2 . 5  0. 2  0. 6
So ut h E ast 1.0 2.3  3 .8
of which. G r e a t e r  L o n d o n  -0.1 2.5  3.4
Rest  of S East 1.7 3.3 4 . 0
S c o t l a n d  2 . 3  0.9 1.9
U K 1.7 1.7 2 . 5
M o re  s i g n i f i c a n t  than t h e se  d i f f e r e n c e s ,  however, ar e d i s p a r i t i e s  w i t h i n  
regions, w h i ch  ar e r e f l e c t e d  in h o u s e h o l d  s o c i o - e c o n o m i c  c l a s s i f i c a t i o n  
(based on o c c u p a t i o n  of head of h o u s e h o l d ) ,  t e n u re  and p o p u l a t i o n  d en si t y.
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HOUSEHOLD DISPOSABLE INCOME
1986 
per w eek
S o c i o  e c o n o m i c  g r o u p *  
ABCl 2 8 7
2 2 7
179
104
171
C2 
D
E (retired)
E (unemployed)
T e n u r e :
C ou ncil t e n a n t s  109
O w n e r - o c c u p  i e rs  w ith m o r t g a g e  275 
" " o w ne d  o u t r i g h t  176
P o p u l a t i o n  d en si ty :
G r e a t e r  L o n d o n  23 0
M e t r o p o 1 i tarn D i s t r i c t s  171
O t he r c i t i e s  and to wn s 185
Rural a r e a s  198
1 98 2 - 8 6  % pa 
real gr o wt h
3.8
3.4 
1. 9
2.4
4.9
-3.2 
3.0 
1 . 9
4.2 
1.6
2.8
2.2
Source: F a m i l y  E x p e n d i t u r e  S ur ve y,  D e p a r t m e n t  of E m pl o y m e n t ,  a n n u a l l y
The high r ate  of g r o w t h  of i nco me  of h o u s e h o l d s  w it h an u n e m p l o y e d  head 
p r e s u m a b l y  r e f l e c t s  i nc r ea s ed  e a r n i n g s  by o t h er  mem be rs . The fall in
income of c o un ci l t e n a n t s  r e f l e c t s  h o u s e - p u r c h a s e  and h e n c e  e n d i n g  of 
tena nt  s t a t u s  by h i g h e r  inco me  h o u s h o l d s  d u r i n g  the period. W i t h i n  th is
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f r a m e w o r k  c h a n g e s  in the d i s t r i b u t i o n  of inc om e are  r ev ea li ng . The lowest 
g r o w t h  shown a b o v e  is in the M e t r o p o l i t a n  D is t ri ct s . Th ei r inc om e
d i s t r i b u t i o n  is s h ow n in the c h a rt  below. The shift to the r ight for the 
g r e a t e r  part of the c u r v e  i n d i c a t e s  r i s i n g  real incomes, but the s hi ft  to 
the left at the b o t t o m  i n d ic a te s  an i n c r e a s i n g  p r o p o r t i o n  on low incomes.
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By in te rp ol ati on , it is a p p a r e n t  that in 1986 the b o t t o m  2 0 %  had a normal 
w e e k l y  d i s p o s a b l e  income b e l o w  £6 7  w h i c h  is 3 5% of the all UK households
m e a n  income. In real terms, £67  in 1986 was w or t h £ 56  in 1982. In that
y ea r onl y 16.5% of M e t r o p o 1 i tarn D i s t r i c t  h o u s e h o l d s  had less than that
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income. Mo r eo ve r , p u t t i n g  it into r e Z a f /i/e terms, 3 5 %  of the UK m e a n  in 
1982 was £50: in 1982, o nl y 12 .7 % of M e t r o p o l i t a n  D i s t r i c t  h o u s e h o l d s  had
less than that income.
U s in g  the s ame  b e n c h m a r k s ,  t h e r e  is s h o wn  to be an i n cr e a s e  in the
p r o p o r t i o n  on v er y  low inc om es  in all areas, but m o s t  m a r k e d l y  so in the
L o n do n  and o t h er  c o n u r b a t i o n s .
P E R C E N T  OF H O U S H O L D S  O N  V E R Y  L O W  D I S P O S A B L E  I N C O ME
G r e a t e r  L o n d o n  M e t r o p o l i t a n  O t h er  c i t i e s  Rural
D i s t r i c t s  and t owns
1982 u nd er  £50 7. 7 12.7 12.9 10.0
1982 und er  £56 11.1 16.5 16.0 13.3
1986 unde r £67 14.6 2 0 . 0  16.3 13.9
Source: F a m i l y  E x p e n d i t u r e  S u r v e y
B e c a u s e  of the s a l e  of c ou ncil houses, no v a l id  c o m p a r i s o n  can be m a d e  on 
the s am e b a s i s  for co un ci l tenants, but u s i n g  the s am e  b en c hm a rk s,  it is 
sh ow n that in 1982 co un ci l te n an t  h o u s e h o l d s  with less than £50 i nco me 
a c c o u n t e d  for 6 . 5 %  of all UK h o u s e h o l d s  and with  less than £56 for 8.3%,
but by 1986 th os e w i th  less than £6 7  a c c o u n t e d  for 15.9%. This is a c l e a r 
in d ic at i on  that i n c r e a s i n g  p o v e r t y  is to be fou nd  on co un ci l e s t a t e s  in 
cities. It m a y  be not ed  that u n e m p l o y m e n t  wa s in f act not v e r y  m u c h
hi g he r in 1986 than in 1982.
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Half a c e n t u r y  of r e g io n al  p o l i c i e s  - e x h o r t a t i o n ,  i n v e s t m e n t  s u b s id i es ,
e m p l o y m e n t  s ub s id ie s , s pe cial t r e a t m e n t  for  b r o a d  d e v e l o p m e n t  a r e a s  and
then for n a r r o w l y  d e f i n e d  d i s t r i c t s  - s e e m  to h av e  had l it tl e e f f e c t  on
e c o n o m i c  d i s p a r i t i e s  b e t w e e n  regions. T he  m o s t  p r o n o u n c e d  e f f e c t  on t h e s e  
d i s p a r i t i e s  as re f le ct e d,  in p a r t i c u l a r ,  in u n e m p l o y m e n t  rates, has b e en  
c yc li ca l;  they  h av e  t en de d to c l o s e  in b o o m  t i m e s and w h en  the e c o n o m y  
g e n e r a l l y  wa s  g r o w i n g  s t r o n g 1y and to w i d e n  d u r i n g  r e c e s s i o n s  and in
p e r i o d s  of r e l a t i v e l y  s l o w  growth. T he  p e r i o d  s i n c e  1982 has b ee n  the
longest of u n i n t e r r u p t e d  g r o w t h  s i n c e  the s ixt i es ;  it has a l s o  b ee n s t e a d y  
and moderately strong. It has led to a r i se  in e m p l o y m e n t  - and a fall in 
u n e m p l o y m e n t  (after a l l o w a n c e  for c h a n g e s  in the b a s e s  of the s t a t i s t i c s ) .  
W h i l e  g o v e r n m e n t  p o l i c i e s  in 197 9- 19 80 , i n c l u d i n g  a s w i t c h  f r o m  d i r e c t  to 
i n di re ct  t a x a t i o n  w h i c h  e x a c e r b a t e d  w a g e - c o s t  p r e s s u r e s  and high i n t er es t 
r a te s w hi c h p u s h e d  up the e x c h a n g e  rate, a l mo s t  c e r t a i n l y  w o r s e n e d  the 
1 9 8 0 - 1 9 8 2  r ec e ss io n , the p o l i c y  of m o n e t a r y  and f is ca l  s t ab i l i t y ,  as
r e fl e c t e d  in the gr adual s h r i n k a g e  of the P u b l i c  S e c t o r  B o r r o w i n g  
R e q u i r e m e n t  as a p e r c e n t a g e  of GD P (at c u r r e n t  m a r k e t  p ri ce s) , can c l a i m  
m u c h  of the c r e d i t  for the s u b s e q u e n t  recov er y.  A l s o  c r e d i t  for the 
r e c o v e r y  can be c l a i m e d  for the g o v e r n m e n t ’s m i c r o - e c o n o m i c  policy, 
i n c l u d i n g  p r i v a t i s a t i o n ,  w h i c h  has  s h a r p e n e d  i n c e n t i v e s  t o w a r d s  e f f i c i e n c y .
T he  “c e nt r a l "  f o r e c a s t  of m o s t  f o r e c a s t e r s  is that, g i v e n  c o n t i n u a t i o n  of 
p r e s e n t  g o v e r n m e n t  p o l i c i e s  and a v o i d a n c e  of a w o r l d  t r a d e  re ce ss i on , G D P 
g r o wt h  will c o n t i n u e  for at least the next f i ve  years, but at a r a th e r  
s l ow e r  rate. T h i s  wo ul d  imply that the  r a te  of g r o w t h  of e m p l o y m e n t  w o u l d
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s l ow  down t o w a r d s  that of the labour f o r c e  so that the fall in u n e m p 1o y me n t  
m a y  well be h alt ed  (as sho wn  in the c h a rt  above). If w o r l d  t r ad e r e c e s s i o n  
is not avoided; GDP g ro wt h m i g h t  f a l t e r  and u n e m p l o y m e n t  r ise  a p pr e c i a b l y .  
But even if, in a m o r e  o p t i m i s t i c  s ce n ar io,  the r ec en t 3% a year r ate  of 
g r o w t h  w ere m ai n ta i ne d,  it s e e m s  u n l i k e l y  that u n e m p l o y m e n t  will c o n t i n u e  
to fall as r a p i d l y  as of late - in v iew  of c u r r e n t  and likely f u t u r e  
c h a n g e s  in the e c o n o m i c  st r uc t ur e.  T h us  c o n t i n u a t i o n  of p r e s e n t  p o l i c i e s  is 
likely to leave u n e m p l o y m e n t  well a b o v e  two m i l l i o n  n a t i o n a l l y  wit h v e r y 
high rat es  p e r s i s t i n g  in c e r t a i n  r e g i o n s  and the c o n s o l i d a t i o n  of a 
p o t e n t i a l l y  d i s r u p t i v e  " un d e r c l a s s "  in society.
Both m a l e  and f e m a l e  e m p l o y m e n t  has r isen in the last f i v e  years, a fall in 
i ndustrial b e i n g  m o r e  than o f f s e t  by in cr e as es  in s e r v i c e s  w h e r e  f e m a l e  has 
incre as ed  m o r e  than male, the m a j o r i t y  part-t im e.  O u t p u t  has ri se n
f a s t er  in s e r v i c e s  than in i nd u s t r y  but p r o d u c t i v i t y  has r isen f a s t e r  in 
i ndustry.
GR OW TH ; 1 9 8 0 - 1 9 8 7
% p a  O u t p u t  E m p l o y m e n t *  O u t p u t  per head
W h o l e  E c o n o m y  2.6 -0.1 2.7
P r o d u c t i o n  & C o n s t r u c t i o n  1.7 -3.3 5. 2
S e r v i c e s  3 .2  1.3 1.8
* E m p l o y e d  labour force, ie in c lu di n g s e l f - e m p l o y e d  
Source: M o n t h l y  D i g e s t  of S t a t i s t i c s
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L o o k i n g  into the detail of the r i se  in ind us tr ia l p r o d u c t i v i t y ,  the 
f o l l o w i n g  c ha rt  s h o ws  a c o n t r a d i c t i o n  of V e r d o o m ’s Law: p r o d u c t i v i t y  has
r i s e n most  in the s l o w e s t - g r o w i  ng that h a v e shed the m os t  labour. In fact, 
the c o r r e l a t i o n  b e t w e e n  the p o i n t s  on the g r a p h  is -0.90.
EMPLOYEES IN EMPLOYMENT, GB
t h o u s a n d s  M a r c h 1983 M a r c h  1987 c h a n g e
Total: All 2 0,2 11  2 1 , 1 2 8  f917
M a l e  1 1 , 4 97  11, 622  +125
F e m a l e  FT 4 , 9 7 0  5 , 3 3 8  +368
FT 3 , 7 4 5  4 , 1 6 8  + 423
A gr i c u l t u r e :  All 3 3 9 301 - 38
P r o d u c t i o n  Be C on s t r u c t i o n :
All 7 , 1 5 4  6,531 ' -623
M a le  5 , 3 7 1  4 , 8 5 7  -514
F e m a l e  FT 1, 36 3  1 ,322 - 41
PT 4 1 9  3 5 2  - 67
S e r v 1 ce s :
All 1 2 , 71 8  14,296 +1 , 57 8
M a le  5 , 8 6 5  6 , 5 4 0  +675
F e m a l e  FT 3 , 5 6 0  3 , 9 6 7  + 407
PT 3 , 2 9 4  3 , 7 8 9  + 497
Source; E m p l o y m e n t  G a z e t t e
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G r o w t h  in e m p l o y m e n t  in s e r v i c e s  has b e e n b r o a d l y  based, but two s e c t o r s  
s ta nd  out: hotels, c a t e r i n g  and d i s t r i b u t i o n  (notably c a t er i ng ) and
banking, f i n a n c e  etc - the latter w i t h m u c h  m o r e  s c o p e  for p r o d u c t i v i t y  
g r ow t h  t h r o u gh  new t e c h n o l o g y  d e v e l o p m e n t s  than the former.
EMPLOYMENT IN SERVICES
t h o u s a n d s  M a r c h  1983 M a r c h  1987 C h a n g e
Hotels, c a t e r i n g  and d i s t r i b u t i o n  3 , 8 4 7  4 , 2 9 3  + 4 4 6
T r a n s p o r t  and c o m m u n icat io ns  1 ,304 1, 32 2 + 18
Banking, finance, insurance, etc 1,702 2,261 + 5 5 9
O t he r  5 , 8 6 5  6 , 2 4 0  + 3 7 5
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T h i s  a n a l y s i s  s u g g e s t s  that, on p r e s e n t  p ol i ci es ,  m a n u f a c t u r i n g  i n d u s t r y  is 
u n l i k e l y  to r e g a i n  its f o r m e r  p r e - e m i n e n c e  in the B r i t i s h  e c o n o m y  and that 
the c o n t i n u e d  g r o w t h  in the B r i t i s h  e c o n o m y  d o es  not d e p e n d  on it d o i n g  so; 
the p o te n t i a l  g r o w t h  of h o me  and e x p o r t  d e m a n d  for s e r v i c e s  is an a d e q u a t e  
s ub s t i t u t e .  F u r t h e r m o r e ,  as s h o w n  in C h a p t e r  IV, the i nc r e a s e  in 
c o n c e n t r a t i o n  in m a n u f a c t u r  i ng i n d u s t r y  has  b ee n c h e c k e d  in t he  s e v e n t i e s  
and e ig ht ie s.  For the future, the t e c h n o l o g i c a l  f a c t o r s  a f f e c t i n g  s u p p l y  
and the social f a c t o r s  a f f e c t i n g  d e m a n d  a r e  mixed. T h e n ew c o m p u t e r  and 
c o m m u n  i cat i o n s t e c h n o l o g i e s  facilThate the d e v e l o p m e n t  of small scale, 
f l e x i b l e  and w i d e l y  d i s p e r s e d  e n t e r p r i s e s  to m eet  g r o w i n g  d em an d  for 
c om m e r c i a l ,  indu st ri al  and f i n a n c i a l  s e r vi c es . At the s a m e  time, the 
i n c r e a s i n g  n u m b e r s  of v e r y  old p e o p l e  and the high in c om e  p r o p o r t i o n  of the 
w o r k i n g  p o p u l a t i o n  will d em a n d  more, l a b o u r - i n t e n s i v e ,  p e r s o n a l  se rv ic e s.
Th e r ise in s e l f - e m p l o y m e n t  and in the n u m b e r  of f i r ms  r e v e a l s  an i nc r e a s e  
in small b u s i n e s s e s .  The n u m b er  of legal units, however, r ose  by o n ly  13% 
b e t w e e n  1980 and 1987 to a total of 1 . 55  m il lio n,  the b i g g e s t  i n c r e a s e s  
b e i n g  in fin an ce , prop; e rty  and p r o f e s s i o n a l  s e r v i c e s  (40% to 125 th ou sa nd ) 
and "o t he r s e r v i c e s "  (47% to 20 3 t h ou s a n d ) .  (S o u r c e : B u s i n e s s  M o n i t o r  1004)
D a t a  f ro m the annual N e w E a r n i n g s  S u rv ey ,  t a ki n g  two y e a r s  wi th  s i m i l a r  
i n te n s i t y  of e c o n o m i c  a ct iv it y,  for b o t h  m en and w o m e n  and in b ot h 
m a n u f a c t u r i n g  and total, m anu al  e m p l o y e e s  as a p e r c e n t a g e  of the total fell 
b e t w e e n  1979 and 1987. Over that pe r i o d ,a v e r a g e  e a r n i n g s  in m a n u f a c t u r  i ng 
kept p ac e  w it h the total, d e s p i t e  the fall in e mp l o y m e n t ;  it s e e m s  t h a t the
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c uts in e m p l o y m e n t  have b een c o n c e n t r a t e d  a mo n g the lower paid and the 
unskil le d.  Overall, a v e r a g e  e a r n i n g s  for m a l e  and f e m a l e  manual e m p l o y e e s  
rose by 9 . 0%  and 9 .6 %  pa r e s p e c t i v e l y  and for m a l e  and f e m a l e
n o n - m a n u f a c t u r i n g  e m p l o y e e s  by 11 .3 % and 11.5% pa r e s p e c t i v e l y . O ve r the 
same period, the Retail P r i c e  Index r ose by 7 .6% pa.
Even on a m o r e  o p t i m i s t i c  s c e n a r i o  of 3% a year GDP growth, w ith
a c o n t i n u a t i o n  of c ur r en t trends, it wo ul d still be m o s t p r o b a b l e  that
e m p l o y m e n t  gr ow th  w ould fall short of 1% a year, m a de  up as f o l l o w s  (0.7%
e qu a ls  17 5, 00 0 jobs):
% pa gro wt h 
P r o d u c t i o n  and c o n s t r u c t i o n  
S e r v i ces 
Total
Outpu t O u t p u t / h e a d  E m p l o y m e n t  
1.5 5 -3.3
4.0 2 2 .0
3.0 0.7
In this c o n t ex t  it f o l l o w s  that the o b j e c t  of e c on o mi c p o l i c y  sh o ul d be to 
fa ci li ta te ,  or at least not o b st ruc t,  i n d e n t i f i a b 1e c u r r e n t  and p r o s p e c t i v e  
g ro wt h t re nd s sryd p u r s u e  o th e r p o l i c i e s  to raise e c o n o m i c
growth. M o r e g r o wt h  wou ld r e d u c e  u n e m p l o y m e n t ;  an a p p r o p r i a t e  t ar g et  m i g ht  
be to cut the n um be r on the r e g i s t e r  to on e  million. It w o ul d a ls o i n c r e a s e  
tax revenues, p r o v i d i n g  m o r e  r e s o u r c e s  for the n o n - e m p 1oyed poor, eg the 
e l d e r l y  and the hand i c a p p e d , and for o v e r s e a s  aid - the exte rn al  poor. It 
shou ld  be r e m e m b e r e d  that o u t p u t  rose and u n e m p l o y m e n t  fell from v e r y  high 
levels in the t h i r t i e s  t h ro u g h  the d e v e l o p m e n t  of new industries, g e n e r a l l y
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w i t h o u t  g o v e r n m e n t  i nt e r v e n t i o n  or support.
It is b e c o m i n g  i n c r e a s i n g l y  likely that c u r r e nt  p o l i c i e s  will p e r p e t u a t e  
g ro w t h  with low inflation, but, d e s p i t e  c h a n g e s  in social s e c u r i t y  
p r o v i s i o n s  d e s i g n e d  to r ed uc e d i s i n c e n t i v e s  to seek e mp lo y me nt ,
u n a c c e p t a b  1 y high levels of u n e m p l o y m e n t .  It is a ls o b e c o m i n g  g e n e r a l l y  
a cc e pt ed  that s i m p l y  r a i s i n g  the level of a g g r e g a t e  d em an d  t h ro u g h  fiscal 
m e a s u r e s  will at best be la rg e ly  i n ef f e c t i v e  and at w o r s t
c o u n t e r - p r o n u c t :ve by r e - k i n d l i n g  inflation.
The o b s t a c l e s  to g r o w t h  that an e c o n o m i c  p l a n n i n g  s y s t e m  i n c l ud i ng  CPAs, 
should be d es i gn ed  to r e m o ve  are b o th  e c o n o m i c  and soc i a l / c u l t u r a l . The 
e c o n o m i c  are c e n t i T e d  in the o p e r a t i o n  of the labour market, o th e r s  in 
the s t ag n an t s o c i e t y  that s t i f l e s  i n i t i a t i v e  and i nnovation.
It is cl ea r that the n o n - a c c e l e r a t i n g  i n f l at io n  level of u n e m p l o y m e n t  
(NAIRU) has risen s h a r p l y  s i nc e  the mid s e v e n t i e s  (and e ar lier) to a r o u n d  
10% of the w o r k i n g  p o pu la t io n . For the r e a s o n s  gi ve n above, s uch  a 
level is u n a c c e p t a b l e  for a j us t society. V a r i o u s  studies, eg Bean 
(1987), have s ho w n that m uc h of the p r o b l e m  lies in the u n e m p l o y m e n t  
structure. Most of the l on g -t er m  u m e m p 1oyed h av e in e f fe c t  d r op pe d  out of 
the labour market, not s e r i o u s l y  s e e k i n g  e m p l o y m e n t  and so e x e r t i n g  no 
p r e s s u r e  in the w a g e - b a r g a i n i n g  p r o c e s s  t o w a r d s  lower r at es  of pay that
mi gh t e n c o u r a g e  f i r m s  to e n g a g e  m o r e  labour. W a g e  b a r g a i n s  are s t r u c k
b e t w e en  m a n a g e m e n t  and i ns id er s  (those in e m p l o y me n t) .  Insiders,
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a l t h o u g h  they m a y  m o d e r a t e  w a g e  c l a i m s  to avoid h a z a r d i n g  their own jobs, 
have no i nte re st  in lower s e t t l e m e n t s  that w ou ld  lead to h igh er  
e mp lo ym en t.  M a n a g e m e n t  m i g ht  be e n c o u r a g e d  to p r e s s  for lower s e t t l e m e n t s  
by the p r e s e n c e  of a large b od y  of u n e m p l o y e d  w ith  s u f f i c i e n t  s k i l l s  and 
u p - t o - d a t e  e x p e r i e n c e  s e e k i n g  w ork and a p p a r e n t l y  r e a d y  to ac c ep t lower 
rates than c l a i me d  by insiders' r e p r e s e n t a t i v e s .
Such c o n s i d e r a t i o n s  led to the fall in the u n d e r l y i n g  annual r ate  of 
i n cr ea se  in a v e r a g e  e a r n i n g s  f r om  17% (all i n d u s t r i e s  and servic es ) and 
14.5% (manufac tu ni ng ) in J a n u a r y  1980 to 7 . 5%  (all) and 8 . 5 %  
( manufacturing) in 1983. S i nc e  then, however, i n c re a se s  have f ir s t s t u ck  
at around 7 . 5%  and than edged up t o w a r d s  9 % as u n e m p l o y m e n t  has f al l e n  to 
8 . 7 %  (May 1988), c o m p a r e d  with 10.8% in 1982. O ver the s am e period, m a n y  
of the l on g -t e rm  u n e m p l o y e d  h ave left the labour f o r c e  w h i l e  the n um be r 
u n e m p l o y e d  for less than six m o n t h s  has s h r un k  f ro m 5 . 0 %  to 3 . 2 %  of the 
w o r k i n g  p op ula ti on .
P o l i c i e s  to b r i n g  the l o n g- t er m  u n e m p lo ye d , b o th  t h o se  w h o  h av e d r o p pe d  
out of the s t a t i s t i c s  and t h o s e  still r e gi ste re d,  b ack into 
the e f f e c t i v e  labour f o r c e  i n cl ud e r e - t r a i n i n g  s c h e m e s  and e m p l o y m e n t  
s ub sidies. T h e s e  cou ld  sta nd  a l o n e  but w o ul d  be m o r e  e f f e c t i v e l y  
p i n p o i n t e d  and m o n i t o r e d  as part of a CPA - b e t w e e n  c en tr a l g o v e r n m e n t  
and m e s o - e c o n o m i c  c o m p a n i e s  and b e t w e e n  local a u t h o r i t i e s  and s m a l l e r  
e nt e rp r i s e s .
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It is po ssi bl e,  however, that w a g e - i n c r e a s e  s t i c k ! n e s s  is bu t o ne  a s p e c t  
of a s t a g n a n t  s o c i e t y  with d e f i c i e n c i e s  in e n t e r p r i s e  and i n i t i a t i v e  on 
b ot h s i d es  of the b a r g a i n i n g  t a b le  and p o we r fu l i n te r e s t s  a b l e  to s t i f l e  
new v e n t u r e s  such as the A E U W - F o r d  p r o p o s a l s  in 1988 for a o ne -u ni on , 
s t r i k e - f r e e ,  n o n - n a t i o n a l  w a g e  pl an t at Dundee. That f a i l u r e  does not 
a u g u r  well for the u se  of C P A s  to i n t r o d u c e  new ideas into p ay  and labour 
r e l a t i o n s  gen er al ly . T h e r e  is r e s i s t a n c e  to c h a n g e  r oo t e d  in t he  
c u l t u r e  wh ic h c a n n o t  be t r a n s f o r m e d  o ve rn i gh t . Such a t r a n s f o r m a t i o n ,  
however, is an o b j e c t i v e  of the p r e s e n t  G o v e r n m e n t ’s pol ic y;  to bui ld  an
" e n t e r p r i s e  c ul t ur e" , not t h r o u g h  p l a n n i n g  but t h ro ug h  d e v e l o p m e n t  of a 
m o r e  c o m p e t i t i v e  b u s i n e s s  e n v i r o n m e n t  and by i n c r e a s i n g  i n c e n t i v e s  
t h r o u g h  tax cuts.
Can CPAs p l ay  a c u l t u r e - c h a n g i n g  r o l e ?  If c h a n g i n g  the c u l t u r e  towards,
in the e c o n o m i c  sphere, g r e a t e r  a c c e p t a n c e  of risk, i n n o v a t i o n  and the
r e q u i r e m e n t s  of e c o n o m i c  g r o w t h  g e n e r a l l y  w e r e  to be g i v e n  h ig h p ol i t i c a l
p r io rit y,  then C P As  c ould be a u s e d as an e d u c a t i o n a l  v e h i c l e  to s p r e a d  
the word, d u r i n g  n e g o t i a t i o n  and m o n i t o r i n g  to help s h i f t  a t t i t u d e s  of 
m a n a g e m e n t  and unions. H owe ve r,  a c c e p t i n g  the v a l i d i t y  of O l s o n ’s 
a n a l y s i s  that t h e r e  is r e s i s t a n c e  to g r o w t h  in r e g i o n s  w i t h i n  n a t i o n s  
w h e r e  ec on om ic , social and p o l i t i c a l  life has b een s t a b l e  for a long t i m e 
so e n a b l i n g  " d i s t r i b u t i v e  c o a l i t i o n s "  to f o r m  and gain s u f f i c i e n t  p o w er  
to r es is t  change, this r e s i s t a n c e  s e e m s  likely to be m o r e  p o w e r f u l  than 
the p ol i ti ca l  will to p r o m o t e  change. In the UK c o n t e x t  t his m e a n s  that 
a b s e n c e  of g r o w t h  in the o ld er  in du st ri a l ar ea s  r e f l e c t s  not m e r e l y  loss
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of m a r k e t s  for their p r o d u c t s  but also, r e s i s t a n c e  to ch an ge , w h e r e a s  the 
m o r e  fl ui d and m u I t i - c u l t u r a l  s o c i e t y  of the s o u t h - e a s t  ca n m u s t e r  less 
o b s t a c l e s  to g r o w t h  - a c o m p l e t e  r o 1e - r e v e r s a l  c o m p a r e d  w i th  the y e a r s  of 
the i ndustrial r ev ol ut io n.  On t his  basis, the best c h a n c e  of s t i m u l a t i n g  
g r o w t h  in the ol de r industr ia l r e g i o n s  is a v i g o r o u s  d i s t u r b a n c e  of the 
soc i o - e c o n o m  i c culture. P e r h a p s  a d e c a d e  of very  high u n e m p l o y m e n t  and 
rapid r u n- d o w n  of e m p l o y m e n t  in se v er al  m a n u f a c t u r i n g  i n d u s t r i e s  is d o i n g  
just that. In this context, C P A s  ar e m o r e  likely to be of use in 
p r o v i d i n g  the f r a m e w o r k  for s e l e c t i v e  e m p 1o y m e n t - c r e a t  ion or p r e s e r v a t i o n  
a c t i v i t i e s  to m i t i g a t e  or s o f t e n  the e f f e c t s  of the p r o c e s s  of industrial 
d e c l i n e  than f a c i l i t a t i n g  c h a n g e s  in the s o c i o - e c o n o m i c  cult ur e.  Inde ed 
t he re  is the d ang er  that i n t er e st  g r o u p s  will u se  t he ir  b a r g a i n i n g  
s t r e n g t h  to m a k e  CPA s i n s t r u m e n t s  of p r o t e c t i o n  and r e s i s t a n c e  to change.
T h e r e  are f ur t he r  po li ti ca l c o n s i d e r a t i o n s .  C PAs  h av e b e e n  seen as part 
of a f ar - l e f t  p o l it i ca l  p a c k a g e  of p r o p o s a l s  for e c o n o m i c  r é g é n é r â t  i o n , 
e it h er  in the f irst s te p s in a g r a d u a l i s t  p r o g r a m m e  t o w a r d s  a s o c i a l i s t  
e c o n o m y  or as i n s t r u m e n t s  t h r o u g h  w h i c h  m o r e  d ra s t i c  m e a s u r e s  of c o nt ro l 
are e nforced. B a r r i n g  a m a j o r  e c o n o m i c  c o l l a p s e  m uc h  d e e p e r  and longer 
than 1 97 4-7 5 or 1980-82, this  s e e m s  no m o r e  likely to win p o p u l a r  s u p p o r t  
or the c o o p e r a t i o n  of b u s i n e s s  than did the m i l d e r  p r o p o s a l s  by L a b o u r  in
1973. It is v er y u n l i k e l y  that s uc h  p r o g r a m m e s  cou ld  be l aun ch ed  w i t h o u t  
such s u ppo rt  and c oo p e r a t i o n .  T h u s  f a r - l e f t  p r o g r a m m e s  a r e  to be seen 
as i n c o m p a t i b l e  with  the s o c i a l / c u l t u r a l  e n v i r on m en t .
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T he trend t o w a r d s  m o r e  i d eo log ic al  p a r t y  p o l i t i c s  on b ot h  ri gh t and left 
and d i v e r g e n t  m o v e s  in L a b o u r  and C o n s e r v a t i v e  p o l i c i e s  s i n c e  the mid 
s e v e n t i e s  c a m e  at a time w he n s o c i e t y  as a w h o l e  had b e c o m e  m o r e
p l u r a l i s t i c  and p o s s i b l y  less i d e o l o g i c a l l y  committ ed . T h e r es ul t has 
b een a r e a c t i o n  f rom  the old c o n s e n s u s  p o l i c i e s  (K ey ne s ia n d e m a n d  
m a n a g e m e n t  and in comes p o l i c i e s  etc) w h i c h  s e em e d  to h av e  f a i l ed  and m u c h  
g r e a t e r  than h i t h e r t o  v o l a t i l i t y  in v o t i n g  b e h a v i o u r  than in the f i f t i e s  
and sixties. T h r e e  s u c c e s s i v e  G e n e r a l  E l e c t i o n  v i c t o r i e s  for the
C o n s e r v a t i v e s  do not i nd ic a te  that t h is  v o l a t i l i t y  has lessened, r a t h er  
that a d i v i d e d  op po s it i on , itself a f u n c t i o n  of p l u r a l i s m  and a r e t r e a t  
f r o m id eo lo gi ca l co mm it me n t,  w i th  the f i r s t - p a s t - t h e  p ost  v o t i n g  system, 
co uI d not win.
If this a n a l y s i s  is correct, then  it is p o s s i b l e  that t h e r e  will be a 
f u r t h e r  r e a c t i o n  t o w a r d s  the c e n t r e  g ro un d, p r o m p t e d  by g en e ra l  e c o n o m i c  
s l o w d o w n  or d i s s a t i s f a c t i o n  with  an e c o n o m i c  p o l i c y  w h i c h  leaves a 
s e e m i n g l y  p e r m a n e n t  u n e m p l o y e d  m i n o r i t y  and a p o t e n t i a l l y  d i s r u p t i v e  
u nd er c la s s.  T hi s c ould fa v ou r  e i t h e r  a c e n t r i s t  p a r t y  or p r o m p t  L a b o u r  
and the C o n s e r v a t i v e s  to c o nv erg e.  C e n t r i s t  p o l i c i e s  m i g h t  i n cl ud e s o me
f o rm  of e c o n o m i c  p l a n n i n g  w h i ch  if the l es so n s of the p ast ha ve  b ee n
learned wo ul d  h ave  a m i c r o  and m e s o  e c o n o m i c  e m p h a s i s  and so c o ul d 
f e a t u r e  CPAs.
The a b ov e  is bas ed  on the b e l i e f  that in general e c o n o m i c  g r o w t h  is a 
g ood thing. It c r e a t e s  j o bs  for th e  u n e m p l o y e d ,  i n c r e a s e s  the w e l l - b e i n g
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of t h o se  w h o s e  real in comes r is e  and i n c r e a s e s  g o v e r n m e n t  r e v e n u e s  to 
f i n a n c e  social s e r v i c e s  and o v e r s e a s  aid. T h e re  is, h o w e v e r  an 
a n t i - g r o w t h  c a s e  to be co ns i de r ed .
The a n t i - g r o w t h  c a s e  is that the c o s t s  of e c o n o m i c  growth, l a rg e ly
u n m e a s u re d , o u t w e i g h  the b e n e fi ts .  T h e r e  is a lso a s u p p l e m e n t a r y
a r gu m e n t  that g r o w t h  of gr os s d o m e s t i c  p r o d u c t  is not a g ood i n d i c a t o r  of
t rue e c on o m i c  g r o w t h  but that g r o w t h  p o l i c i e s  are u s u a l l y  d e s i g n e d  to
p r o m o t e  e x p a n s i o n  of GDP.
To d i s p o s e  of th e s e c o nd  a r g u m e n t  first, GDP and GDP per head are, of 
course, i mp e rf e c t  m e a s u r e s  of w e l l - b e i n g  s i n c e  GDP is g r o s s  of c ap i ta l 
c o n s u m p ti o n,  w h i c h  in c o n s t a n t  p r i c e  t e r m s  has been r i s i n g  f a s t e r  t han 
net n ational p r o d u c t  ever s i n c e  the mid  s e v e n t ti es .  F u r t h e r m o r e  it 
in cl u de s all pai d work, be it c o s t s  of o th e r a c ti v it i es , eg s ou n d 
p r o o f i n g  n e c e s s i t a t e d  by i n cr eas ed  a i r c r a f t  noise, as well as the o t h e r  
a c t i v i t i e s  t h em s el v es , and r e g a r d l e s s  of w h e t h e r  the c o s t s  a re b o r n e  by 
i n d i v i d u a l s  or the com mu ni ty . In a m a r k e t  system, however, c o n s u m e r s  w h o  
pay, w h o l l y  or in part, for a c o u s t i c  d o u b l e - g a z i n g  feel b e t t e r - o f f  in 
c o n s e q u e n c e  than t he y o t h e r w i s e  would. It is when the p a y m e n t  is m a d e  
w h o l l y  c o l l e c t i v e l y  that m o r e  d ou bt  a r i s e s  ab ou t b e n e f i t s  s i n c e  p a y m e n t  
is a p o l i t i c a l  d e c i s i o n  open to i n f l u e n c e  by int er es t g r o u p s  e s p e c i a l l y  
when  it is of o n ly  m a rg i n a l  i m p o r t a n c e  to the e l e c t o r a t e  as a whole.
C l e a r l y  p o l i c i e s  d e s i g n e d  to r a i s e  the v a l u e  of GDP as a s t a t i s t i c a l
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m e a s u r e  w i t h o u t  an i n c re a se  in g e n u i n e  e c o n o m i c  a c t i v i t y  are not
d i r e c t l y  growt h - p r o m o t  i n g . E ven w he n  t h e r e  is s u b s t a n t i a l  u n e m p l o y m e n t ,  
t he r e has b een no a t t e m p t  to e m p l o y  t h o s e  on the r e g i s t e r  on c o m p l e t e l y  
u s e l e s s  work s uch as d i g g i n g  h o l e s  and -filling them in ag ai n  in o rd er  to 
reap the b e n e f i t s  of the m u l t i p l i e r  e f f e c t s  of the s p e n d i n g  of the e x t r a  
incomes. T h e r e  is, however, p o in t  in the a r g u m e n t  that m a c r o - e c o n o m i  c 
m e a s u r e s  to b o o s t a g g r e g a t e  d em a nd  to or b e y o n d  the level of full
c a p a c i t y  ma y s u c c e e d  o n ly  in r a i s i n g  m o n e t a r y  d em an d and the p r i c e  level, 
l ea ving dem an d in c o n s t a n t  p r i c e  or real t e rms  u n c h a n g e d  or p o s s i b l y  e v en  
1o w e r .
The latter poi nt  a b o ut  the need to be on g uard a g a i n s t  p r o m o t i n g
i nf lat io n r a t h er  than real g r o w th  apart, it is r e a s o n a b l e  to c o n c l u d e
that p o l i c i e s  to p r o m o t e  GDP g r o w t h  will p r o m o t e  real g r o wt h  even if not
at the s ame rate. The a mou nt  of w o r k that is un pa i d and so not in G D P 
ma y be r i s in g  f a s t e r  than GDP and m i g h t  be r ed uc ed  by g r o w t h - p r o m o t i n g  
po li ci es , but GD P and real g r o w t h  are still likely to be p o s i t i v e l y
c o r r e 1a t e d .
T u r n i n g  now to the c o s t s  and b e n e f i t s  of e c o n o m i c  growth, the a n t i - g r o w t h  
a rg u m e n t  c e n t r e s  on e n v i r o n m e n t a l  hazards. T h e s e  in cl ud e p o l l u t i o n
a t t e n d a n t  upon  growth, e s p e c i a l l y  in d us tr i al  growth, and m i s u s e  or w a s t e  
of resourc es . P ol l u t i o n ,  however, is m o r e  the b y - p r o d u c t  of n e g l e c t  that 
can oc cu r in a s t a g n a n t  economy. Indeed, a g r o w i n g  e c o n o m y  wi th  r i s i n g  
tax r e v e n u e s  is in a b e t t e r  p o s i t i o n  to c o mb a t  p o l l u t i o n  and is m o r e
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likely to do so. P o l l u t i o n  is an a r g u m e n t  for i n t e r v e n t i o n  and 
plann in g,  not p o l i c i e s  to p r e v e n t  e x p a n si o n.
M i s u s e  or w a s t e  of r e s o u r c e s  m a y  r e s u lt  f r o m  the "s h o r t - t e r m i s m "  that m a y  
pr ev ai l in u n f e t t e r e d  m a r k e t s  r ath er  t han g r o w t h  itself. It m a y  well be 
that the m a r k e t  s y s t e m  needs a d a p t i o n  if long t erm i m p l i c a t i o n s  of the 
us e of f i n i t e  r e s o u r c e s  are to be p r o p e r l y  di s co u te d.  A g a in  this is
m o r e  likely in a d y n a m i c  than in a s t a t i c  e c o n o m y  and it is a f u r t h e r  
a r gu m e n t  for i n t e r v e n t i o n  and p l an ni ng .
On the p o s i t i v e  side, at p r e s e n t  the ch ie f r e s o u r c e  that is b e i n g  w a s t e d  
is labour. F a s t e r  g r o w t h  is n ee de d to r e d u c e  u n e m p l o y m e n t  and h e n c e  
po verty. Th e p r o b l e m  is how, s i n c e  it is r e a s o n a b l y  c l ea r  that 
s t i m u l a t i o n  of a g g r e g a t e  d em an d by m a c r o - e c o n o m i c  p o l i c i e s  will not. At 
the same time, c o n c e r n  a bo u t p o v e r t y  and h u n g e r  in the Third W o r ld  is 
best d i r e c t e d  t o w a r d s  i n c r e a s i n g  growth, r e q u i r i n g  i n cr e a s e d  e x p o r t s  f r o m  
the Third World, and c o n c e n t r â t  ion on the d i s t r i b u t i o n  of the r e s o u r c e s  
c r e a t e d  t o w a r d s  d e v e l o pm en t . Again, g o v e r n m e n t  (and i n t e rn a ti o na l)  
i n t e r v e n t i o n  and p l a n n i n g  m a y  be n e c e s s a r y  to p r e v e n t  e x p l o i t a t i o n  and 
c o u t e r b a l a n c e  the p o we r  of m u l t i n a t i o n a l  c o m p a n i e s  o p e r a t i n g  in the T hi r d 
W o r 1d .
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(i i ) OBJECTIVES RECONSIDERED
In the light of the c h a n g e s  in the e c o n o m i c  and soci al  s t r u c t u r e  and
p r o s p e c t s  s i n c e  c o m p a n y  p l a n n i n g  a g r e e m e n t s  w e r e  f i r s t  p ro p os e d,  it is 
n e c e s s a r y  to r e c o n s i d e r  what p o l i c i e s  t hey m i g h t  facilitate and w hat it 
is hoped they will achieve. P r o m o t i o n  of j u s t i c e  still has m a c r o - e c o n o m i c
r e q u i r e m e n t s  but they are m o r e  d i r e c t l y  f o c u s s e d  on e m p l o y m e n t  c r e a t i o n  and 
p r e s e r v a t i o n .  At the s am e time, the call for a m o r e  p a r t i c i p a t o r y  and 
s u s t a i n a b l e  s o c i e t y  is s h a r p e n e d  by new  or w i d e n i n g  d i v i s i o n s  in society.
T hu s the G D P - i n c r e a s i n g  aim of i n d i c a t i v e  p l a n n i n g  in the s i x t i e s  is still 
r e l e v a n t  to the e i g h t i e s  and nineti es . G r o w t h  s i n c e  1982 has led to
in cr ea s ed  e m p l o y m e n t  and a fall in u n e m p l o y m e n t ,  th ou g h the u n e m p l o y m e n t  
total re ma i ne d  a b o v e  2.5 m i l l i o n  u ntil m i d - 1 9 8 8  and w ith  litt le  r e d u c t i o n  
in the hard c ore  of lo ng - te rm  u n e m p l o y e d .  GD P g ro w t h  a l so  has the f u n c t i o n  
of i n c r e a s i n g  tax r e v e n u e s  that co ul d f i n a n c e  e x t r a  r e s o u r c e s  for s oc ia l 
s e rv ic es , for m a i n t e n a n c e  and i m p r o v e m e n t  of the e c o n o m i c  i n f r e s t r u c t u r e
and for o v e r s e a s  aid which, w i t h  m o r e  p u b l i c  a w a r e n e s s  of the need,
p r o b a b l y  now has g r e a t e r  p u b l i c  s u p p o r t  than in p r e v i o u s  deca de s.
G i v en  that m a c r o - e c o n o m i c  m e a s u r e s  to i nc r e a s e  a g g r e g a t e  de m an d  have, at 
best, a limited e f f e c t  on real o u t p u t  growth, g o v e r n m e n t  i n t e r v e n t i o n  <as 
o p p o s e d  to p r o m o t i o n  of and r e l i a n c e  on a m o r e  c o m p e t i t i v e  b u s i n e s s  
e n v i r o n m e n t )  n e c e s s i t a t e s  m o r e  s p e c i f i c  m i c r o / m e s o - e c o n o m i c  m e a s u r e s  to 
r e a l i s e  the o b j e c t i v e s  - to c h a n g e  b u s i n e s s  d e c i s i o n s  and pr o mp t  new
— 202 “
initia ti ve s.  S uch  c h a n g e s  m i g h t  include!
e x p a n s i o n  of p r o d u c t i o n  f a c i l i t i e s  in the U K rat he r than o v e r s e a s  (or
c o n t r a c t i o n  o v e r s e a s  r at he r than in the UK) by m u l t i n a t i o n a l  c om pa n ie s ;
1a b o u r - i n t e n s i v e  d e v e l o p m e n t s  r a th e r  than l a b o u r - s a v i n g  i nv estment;
a v o i d a n c e  of p l a nt  c l o s u r e s  w h e r e  t hey  c ou l d be a v e r t e d  by l o n g -t e rm
g o v e r n m e n t  g ua ra nt ee s;
e n c o u r a g e m e n t  of new v e n t u r e s  by o p e n i n g  up new m a r k e t s  for p u b li c  
s er vi ce s,  eg in p e rs o n a l  care.
S uc h m e a s u r e s  m i g h t  be p u r s u e d  t h r o u g h  g en era l subs  i d i es or i ndividual 
negot i at i o n s . The former, howe ve r,  are i n d i s c r i m i n a t e  w h e r e  s p e c i f i c  
p i n p o i n t i n g  ma y be r e q u i r e d  w h i l e  the latter ma y  lack a s u f f i c i e n t
f r a m e w o r k  for a s s e s s m e n t . C PA s  p r o v i d e  a f r a m e w o r k  for a c o n t i n u i n g
r e l a t i o n s h i p  b e t w e e n  g o v e r n m e n t  and the individ ua l b u s i n e s s  w h e r e  a 
l o ng - t e r m  c o m m i t m e n t  on all s i d e s  is requ ir ed . Such a f r a m ew o rk ,  however, 
is s u f f i c i e n t l y  f l e x i b l e  to a l l o w  s c o p e  for a d j u s t m e n t s  to m e et  c h a n g i n g  
c i r c u m s t a n c e s .  It a l so  p r o v i d e s  an a r e n a  for m o n i t o r i n g  of the a g r e e m e n t  
and the c o m p a n y ’s o b s e r v a n c e  of MNC c o d e s  of p ra c ti ce . A CPA on a 
t r i p a r t i t e  b a si s  - u n i o n s  as well as g o v e r n m e n t  and m a n a g e m e n t  - p r o v i d e s  a 
l o ng - t e r m  v e h i c l e  for i n v o l v e m e n t  of the labour f o r ce  - t a p p i n g  the 
r e s o u r c e  of the "gold in w o r k e r s "  h e a d s  ( M u r r a y , 1987). A f u r t h e r  f u n c t i o n
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of a CP A is to p r o v i d e  a f o r u m for c o n s i d e r a t i o n  of e c o n o m i c  infor ma ti on , 
i n cl u d i n g  f o r e c a s t s  linking c o m p a n y  p l a n s  w ith n at i on a l e c o n o m i c  
a s s e s s m e n t s .
W or k e r  i n v o l v e m e n t  is also relevount to the p r o m o t i o n  of a m o r e
p a r t i c i p a t o r y  society. T h e re  is, ho wever, a p ot e n t i a l  c o n f l i c t  here. 
I n du st ri al  d e m o c r a c y  ma y  d i m i n i s h  the a l i e n a t i o n  felt by w o r k e r s  in a 
large e n t e r p r i s e  by i n c r e as i ng  the i n v o l v e m e n t  of their r e p r e s e n t a t i v e s  in 
d e c i s i o n s  that a ffe ct  them. P a r t i c i p a t i o n  in a CPA is m o r e  v a l u a b l e  in 
m e e t i n g  this o b j e c t i v e  than p r o f i t  s h a r i n g  or e m p l o y e e  s h a r e  o w n e r s h i p  
even if they  m ig h t be m o r e  p o t e n t  in r a i s i n g  p r o d u c t i v i t y . But loss of
p o w e r  and i n f l u a n c e  felt by t ra d e u n i o n s  si nc e 1979 as a re su l t of
l e g i s l a t i o n  and the G o v e r n m e n t ’s u n w i l l i n g n e s s  to c o n s u l t  t hem on g en er al 
m a t t e r s  of e c o n o m i c  p o l ic y  d oes not n e c e s s a r i l y  mean that e m p l o y e e s  h av e 
b e c o m e  m o r e  a l i e n a t e d  at their p l a c e  of work. W h er e a l i e n a t i o n  has a l m o st 
c e r t a i n l y  in c re as e d is am on g the l o n g - t e r m  u n e m p l o y e d  and a m on g  y o u n g
p e o p l e  w it h ou t  wo rk  and w i th ou t  h ope of work. Thus t h er e  is a c o n f l i c t  of
inte re st  b e t w e e n  the se  " ou ts id er s"  and "i ns id er s"  wit h jobs. I n si d e r s
abl e to p a r t i c i p a t e  t h ro ug h C PA s  m a y  s u s p e c t  their liv in g s t a n d a r d s  c ou ld 
be at risk t hr o u g h  m e a s u r e s  to i m p r o v e  the job p r o s p e c t s  of o u ts i de rs . 
S uch a c o n f l i c t  of in terest wou ld  be acid t es ts  of t r a de  u ni o n b r e a d t h  of 
v i s i o n  and the s t a t e s m a n s h i p  of u n i o n  leaders. (It is, of course,
p r e c i s e l y  the p r o b l e m  to whi ch  W ei t z m a n ,  1984, a d d r e s s e d  himself.)
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In C PA s w ith  local g ov e rn m en t,  eg in inner c ity  r e de ve l o p m e n t ,  s om e  f o r m  of 
c o m m u n i t y  p a r t i c i p a t i o n  also c ou l d be hel pf ul  in t a c k l i n g  a l i e n a t i o n .
G en er al ly , j u s t i c e  in s o c i e t y  r e q u i r e s  s a f e g u a r d s  a g a i ns t  the a c c u m u l a t i o n  
and e x e r c i s e  of e x c e s s i v e  power. In the b u s i n e s s  field, C P A s  p r o v i d e  a
l oc at io n for c o u n t e r b a 1anc i ng power.
Finally, CPA s co ul d have a role in the p r o m o t i o n  of a s u s t a i n a b l e  soc ie ty . 
It is a rg ue d that the c o mm u n  i t y /s o c  i ety  has lo ng -t e rm  g o a l s that b u s i n e s s  
ignores. T h e r e  is, however, e v i d e n c e  (see the survey) that m a n y  
b u s i n e s s e s  p lan m u c h  f u r t h e r  a he ad  than  g o v e r n m e n t s  w h ic h  r a r e l y  look far 
b e y o n d  the next electi on .
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(iii) PLANNING AGREEMENTS AND COMPETITION
C o m p a n y  p l a n n i n g  a g r e e m e n t s  c o n t r a s t  w it h c o m p e t i t i o n  p o l i c y  as m e a n s  
t o w a rd s  e c o n o m i c  e nd s not so m u c h  in that C P A s  are pa rt  and parce l of an
i n t e r v e n t i o n i s t  a p p r o a c h  to e c o n o m i c  p o l i c y  w h i l e  c o m p e t i t i o n  p o l i c y  is
n o n - i n t e r v e n t  ionst but r at he r that the C P A  a p p r o a c h  is s e l e c t i v e  w h i l e  
c o m p e t i t i o n  p o l i c y  is g e n e r a l l y  i nd i sc ri m i n a t e .  T h i s r e q u i r e s  f u r t h e r  
qua 1 i f i cat i o n .
The m aj or  p oint a bo u t C P A s is that e ach  c o m p a n y  is d i f f e r e n t  r e q u i r i n g  a 
d i f f e r e n t  mix of g o v e r n m e n t  p o l i c i e s  and init ia ti ve s.  T hu s  the c o n t e n t  of 
the CPA will de p en d  on the n a t u r e  of the pr oduct, the c o m p a n y ’s 
p r e - e x i s t i n g  s t r a t e g y  and p l a n s  and how t h e s e r el at e  t o / i m p i n g e  u po n the 
g o v e r n m e n t ’ s st ra te g y and plans. In o r d er  to a c h i e v e  a g r e e m e n t  and
s u b s e q u e n t l y  e n c o u r a g e  c o m p l i a n c e  w it h it, g o v e r n m e n t  will d e p l o y
i n c e n ti v es  and sa n ct i on s,  and the f i r m  will need s p e c i f i c  f o r m s of r e d r e s s  
s ho ul d g o v e r n m e n t  fail to d e l i v e r  its s i d e  of the b a rg ai n.  F u r t h e r m o r e ,  
the c h o i c e  of c o m p a n i e s  to be c o m p e l l e d  to m a k e  C P A s  (in a c o m p u l s o r y  
system) or d e c i s i o n  as to w h e t h e r  or not to en te r into a CPA with a c o m p a n y  
(in a v o l u n t a r y  system) is s e l e c ti ve .  T h is  r e q u i r e s  the e x e r c i s e  of 
j u d g e m e n t  at a p o l i t i c a l  a nd / o r  a d m i n i s t r â t ! ve level.
C o m p e t i t i o n  policy, however, as p r a c t i s e d  in the UK s i n c e  1948, is a l s o
i n t e r v e nt i on is t . Th e on ly  non-i n t e r v e n t  ionst c o m p e t i t i o n  p o l i c y  is
for g o v e r n m e n t  to a b s t a i n  e n t i r e l y  f r o m  i n t e r - f i r m  r e l a t i o n s h i p s  o t h e r  than
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the p r o v i s i o n  of a legal s y s t e m  u n d e r  w h i c h  c o n t r a c t s  m a y  be e n f o r c e d  
r e g a r d l e s s  of the d e g r e e  of c o n c e n t r a t i o n  or f o r e i g n  o w n e r s h i p  of b u s in e ss , 
or for t he re  to be  an a u t o m a t i c  legal p r o h i b i t i o n  of c e r t a i n  p r a c t i c e s  or 
d e g r e e s  of m on o p o l y .  S i n c e  the latter is not c u r r e n t  UK p o l i c y  it will not 
be c o n s i d e r e d  here. W h i l e  still intervention' ist, however, c o m p e t i t i o n  
p o l i c y  is g e n e r a l l y  i n d i s c ri m in at e . R e s t r i c t i v e  P r a c t i c e s  are banned, 
s u bj ec t to appeal on the g r o u n d s  of th ei r s e r v i n g  the p u b l i c  interest; the 
v a r i o u s  C o m p e t i t i o n  A ct s e m p o w e r  the D i r e c t o r  G e ne ral  of F ai r T r a d i n g  to 
i nt e r v e n e  and p r o p o s e  new r e g u l a t i o n s  to i n cr e a s e  or p r o t e c t  f r e e  
c o mp e ti to r , i n d i s c r i m i n a t e l y ,  eve n t h o u gh  a ct i o n  m ay  be tak en  a g a i n s t  or 
for in di vidual b u s i n es s es . C o n s i d e r a t i o n  of m e r g e r s  is the p ri n c i p a l  a r e a  
of c o m p e t i t i o n  p o l i c y  w h e r e  g o v e r n m e n t  a c t i o n  - w h e t h e r  of not to r e fe r  a 
p ro po sa l for c o ns  i de ra t i on by the M o n o p o l i e s  and M e r g e r s  C o m m i s s i o n  and 
w h e t h e r  or not to a cc e pt  its r e c o m m e n d a t i o n s  if it is r e f e r r e d  - is not 
i nd i scr im in at e.
Clearly, the c o m p a r i s o n  m u st  be in t e r ms  of impact on e c o n o m i c  e f fi c i e n c y .  
As d i s c u s s e d  in C h a p t e r  I, t h e r e are  o t h e r  v a l u e s  than e co n om ic ,  and t h e s e  
ma y or m ay  not be p r o m o t e d  by CPAs, but c o m p e t i t i o n  p o l i c y  can h ave  o n l y 
i n di re ct and i n ci de nt al  a f f e ct  on these, if, as is the case, the a r g u m e n t  
that the o n ly  o t h e r v a l u e  to be p r o m o t e d  is in di vi du al  l ib er ty  and that 
e c o n o m i c  and p o l i t i c a l  f r e e d o m  are i nd iv is ib l e,  is rejected.
One o b j e c t i v e  of p o l i c y  is to r e m o v e  o b s t a c l e s  to e c o n o m i c  growth. G i v e n  
a p p r o p r i a t e  g o v e r n m e n t  m a c r o - e c o n o m i c  policy, in a mixed, p r e d o m i n a n t l y
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f r e e e n t e r p r i s e  e co nomy, g r o w t h  d e p e n d s  largely on the d e c i s i o n s  of 
individual firms. T he y m a y  be i nh i b i t e d  f r om  r e a l i s i n g  their g r o w t h  
p o t e n t i a l  by lack of k n o w l e d g e  abo ut  g o v e r n m e n t  p o l i c y  and f u t u r e  m a r k e t  
co nd i ti on s , d é f i c i e n c e s  in th ei r d e f e n c e s  a g a i n s t  i n te r n a t i o n a l  
c om p e t i t i o n ,  p l a n n i n g  c o n s e n t  p r o b l e m s  and p o s s i b l y  d i f f i c u l t i e s  in 
o b t a i n i n g  a d e q u a t e  labour or f i n a n c i a l  r es ou rce s.  C o m p e t i t i o n  p o l i c y  can do 
n o t h i n g  about these. I n d i c a t i v e  p la nn in g,  c o n c e n t r a t e d  at the m a c r o  or 
i n d us t ry  level has d o n e  little, b e c a u s e  th e r e l e v a n t  i n d i c a t i o n s  ar e  not 
d e l i v e r e d  and d e l i v e r e d  c o n v i n c i n g l y  at the d e c i s i o n  centre, the
individual firm. T he  c u m u l a t i v e  ef fe ct  of y e a r s  of re gi o na l  p o l i c i e s  is 
v er y s m a l l ' - u n e m p l o y m e n t  is still m u c h  h i gh e r  in the n or t h than in the 
south. CPAs, however, can be a c ha nn el  of s u p p o r t  and e n c o u r a g e m e n t  f r o m  
the g o v e r n m e n t  d i r e c t l y  to the firm.
W h i l e  the g o v e r n m e n t ’s m e d i u m - t e r m  m a c r o - e c o n o m i c  f o r e c a s t s  ma y  be useful 
b a c k g r o u n d  m a t e r i a l  in the f o r m a t i o n  of a CPA  and w h i l e  an e x c h a n g e  of 
v i e ws  on micro, market, p r o s p e c t s  is l ik el y to be n e c e ss a ry , n ei t he r large 
nor m e d i u m  s i z e  f i r ms  are likely to be in need of e i t h e r  m a c r o  or m i c r o  
e c o n o m i c  f o r e c a s t s  f r o m  the  g o v e r n m e n t  n owadays. T h is  is not b e c a u s e  large 
and m e d i u m  f i r ms  do not u s e  suc h f o r e c a s t s  - the e v i d e n c e  of the s u r v e y  
d i s c u s s e d  b e l o w  is that t hey do - but b e c a u s e  th er e is a large n u m b e r  of 
m a c r o  f o r e c a s t s  a v a i l a b l e  (free or i ne xp en si v e)  and b e c a u s e  the g o v e r n m e n t  
ca nn ot  c l a i m  any s u p e r i o r  e x p e r t i s e  in m a r k e t  f o r e c a s t i n g  o ver  i n d e p e n d e n t  
and c o m m e rc i al  ag encies.
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W ha t g o v e r n m e n t  can do is s u p p l y  i n f o r m a t i o n  on the a s p e c t s  of its own 
s t r a t e g i e s  and p o l i c i e s  r e l e v a n t  to the f i r m  and s how  r e a d i n e s s  to r e s h a p e  
t hem in the i n te r e s t s  of the f i r m ’s e x p a n si o n,  after c o n s i d e r a t i o n  of the
f i r m ’s s t a t e g i e s  and p ol ic i es ,  t hus  e n a b l i n g  the f i rm  to p la n  a head w i th  
g r e a t e r  c o nf i de nc e . The g o v e r n m e n t  m ay  a l s o help by e a s i n g  p l a n n i n g  c o n s e n t  
and, s u bj e ct  to c o n s t r a i n t s  im posed by i n t er n at io n al  a g r e e m e n t s  and laws, 
by p r o v i d i n g  s o me  m e a s u r e  of p r o t e c t i o n .  T he  p r o v i s i o n  b y g o v e r n m e n t  of 
s p e c i a l i s e d  t r a i n i n g  schemes, h o u s i n g  and t r an s p o r t  f a c i l i t i e s  to i n cr e a s e  
labour m o b i l i t y  and skill, and g o v e r n m e n t  fi n an ci a l p r o v i s i o n  in the 
in te re s ts  of e n c o u r a g i n g  g r o w t h  by large c o m p a n i e s  w o u ld  be a m o r e  s t r i k i n g  
c o n t r a s t  with r e l i a n c e  on c o m p e t i t i o n  and m a r k e t  forces. In fact, such 
p r o v i s i o n s  have been m a d e  to i nd uc e f o r e i g n  as well as UK b a s e d  
m u l t i n a t i o n a l  c o m p a n i e s  to l oc a te  in s p e c i f i c  p a r ts  of the UK. T hey  have 
been m a d e  on an ad hoc b a s i s  and with  little by way  of c o n t r a c t u a l  
a rr an ge m en t . If s u ch  p r o v i s i o n  is to be made, it w ou ld  be be t te r in the 
f or m of a CP A s in c e the o b l i g a t i o n s  of all p a r t i e s  to it and s a n c t i o n s  
a g a i n st  f a i l ur e  to c o m p l y  by any p a r t y  c o u l d  be c l e a r l y  and p u b l i c l y  set 
o u t .
T hi s  m i g h t s eem to imply f a v o u r i n g  bi g b u s i n e s s  a g a i n s t  small, with m o r e  of 
the c ar ro t than the stick. But this need not n e c e s s a r i l y  be so. In m o s t
c as e s the basic d e c i s i o n  by an MNC to l oc at e in one c o u n t r y  r at he r than 
a n o t h e r  will not be i n f l u en ce d  by s u c h c o n s i d e r a t i o n s .  But g o v e r n m e n t  m ay
be a bl e to n e g o t i a t e  d e t a i l s  w it h  b e ne f i c i a l  e mp l o y m e n t ,  location,
c o m p e t i t i v e  etc e f f e c t s  on th e  n at i on al  economy.
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T hu s  far, t h e r e  is s o m e  c a se  for C P A s  as a m o r e  s y s t e m a t i c  m e a n s  of 
pU'rsuing p u b l i c  p o l i c y  o b j e c t i v e s  and s u p p l e m e n t i n g  c o m p e t i t i o n  p o l i c y  w i th  
the aim of e n h a n c i n g  e c o n o m i c  e f f i c i e n c y  in a m o r e  s e l e c t i v e  way.
I n f o r m a t i o n  and r e s o u r c e  d e f i c i e n c i e s ,  h ow ever, m a y  not be the m a j o r  
o b s t a c l e s  to f u l l e r  use of r e s o u r c e s  and f as t e r  e c o n o m i c  growth. M o r e
I m po rtan t m a y  be the " i n s t i t u t i o n a l  a r t h r i t i s "  (Giersch and Walter, 1983) 
that is a s y m p t o n  of r e s i s t a n c e  to c h a n g e  by l o n g - e s t a b l i s h e d  p r e s s u r e  and 
int er es t g r o u p s  in a r e l a t i v e l y  s t a g n a n t  society. T r a d e  u n i o n s  r e f u s i n g  to 
d e p a r t  f ro m nation al , i n d u s t r y - w i d e ,  w a g e  b a r g a i n i n g  or c o u n t e n a n c e
" s tr i k e - f r e e "  a g r e e m e n t s , t ra de  a s s o c i a t i o n s  j u s t i f y i n g  p r e s s u r e  for m o r e  
p r o t e c t i o n  a g a i n st  f o r e i g n  c o m p e t i t i o n  by a r g u i n g  for s a f e t y  s t a n d a r d s  or 
p r e v e n t i o n  of f o r e i g n  o wn e rs hi p , c o m m u n i t y  g r o u ps  r e s i s t i n g  d e v e l o p m e n t  in 
rural ar ea s - m a y all, if s u c c e s s f u l ,  help r e d uc e  g r o w t h  b e l o w  full
p ot e nt  i a 1.
Th e natural d y n a m i s m  f o s t e r e d  by u n f e t t e r e d  c o m p e t i t i o n  m a y  be at least a 
p a rt ia l a n t i d o t e  to this disease. On the o t he r  hand, such p r e s s u r e  and
inte re st  g r o u p s  c ou ld  u se  C P A s  to a d v a n c e  their o b je c t i v e s .  A f irm  s e e k i n g  
g u a r a n t e e s  a g a i n s t  c o m p e t i t i v e  p r e s s u r e s  m a y  be v e ry  w i l l i n g  to m a k e  a C PA 
and its t r a d e  u n i o n s  m a y  a l s o  be p l e a s e d  to p a r t i c i p a t e .  But a dy namic, 
t h r u s t i n g  f irm  m i g h t feel a C P A  w o u l d  c r a m p its style, p r e v e n t  a c q u i s i t i o n s  
and g e n e r a l l y  inhibit g r o w t h  of t ur n ov e r,  e m p l o y m e n t  and profit. Indeed,
it se em s p o s s i b l e  that an e x t e n s i v e  s y s t e m  of C P A s  c o u ld  lead to the
d e v e l o p m e n t  of a g e n e r a l l y  m o r e  c o r p o r i s t  state, e n h a n c i n g  the e c o n o m i c  
p o we r  of the industr ia l e s t a b l i s h m e n t ,  w it h u n j u s t  r e d i s t r i b u t i v e  eff ec ts .
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R e s o l u t i o n  of this as p ec t of the d e b a t e  r e st s  h e a v i l y  on how the p o l i t i c a l  
and a d m i n i s t r a t i v e  j u d g e m e n t s  r e q u i r e d  in an i ne v i t a b l y  s e l e c t i v e  CPA 
s y s t e m  are e xe rc is ed .  Are p o l i t i c i a n s  and b u r e a u c r a t s  an y m o r e  likely 
than b u s i n e s s  p e o p l e  to p u r s u e  the " pu bl ic  i nt e r e s t " ?  Or are  they, t o g e t h e r  
with t ra de  u n i o n s  and c o m m u n i t y  r e p r e s e n t a t i v e s , m o r e  likely to t ake  the 
p ub l ic  i nterest into a c c o u n t ?  It is now well re co gn is ed , f r o m  P u b l i c  C h o i c e  
analy si s,  that p o l i t i c i a n s  and b u r e a u c r a t s  p u r s u e  t he ir  own  i nd iv id ua l  and 
gr ou p i n t e r e s t s  just as s h a r e h o l d e r s ,  m a n a g e r s  and t r a de  u n i o n i s t s  - who 
are m o r e  o b v i o u s l y  e c o n o m i c  a g e n t s  - p u r s u e  theirs. I nde ed  it s e e m s  to have 
been r e c o g n i s e d  s oon er  by the gen er al  p u b l i c  than by e c o n o m i c  p o l i c y  
thear ists.
The p r i m a r y  in terest that p o l i t i c i a n s  p u r s u e  is e l e c t i o n  (and r e - e l e ct i on ) 
and thus seek to m a x i m i s e  votes. T h is  ma y  s ee m to imp os e a r e l a t i v e l y  s ho r t
time h o r i z o n  - at m os t the four or f i v e  y e a r s  to the next e le c ti on . In
fact, however, it im plies a h o r i z o n  set by the e le ct o ra te ;  and it m a y  be
that it is l e n g t h e n i n g  with h e a l t h y  c y n i c i s m  about " p r e - el e ct  ion" B u d g e t s  
and c o n s u m e r  booms. In 1979, it s e e m e d  that the s wi n g to the C o n s e r v a t i v e s
r e f l e c t e d  d i s s a t i s f a c t i o n  w it h s h o r t - t e r m  i n c o m e s - p o l i c y  e x p e d i e n t s  to
c o u n t e r  i nf l at io n and a d e s i r e  for l o n g e r - t e r m  and m o r e  r ad ical p o l ic i es .
The s c o n o m  i c b a s is  of the f u r t h e r  succ£SS-e& the C o n s e r v a t i v e s  in 1983 and 
1987 m a y  well have b een  s a t i s f a c t i o n  with e c o n o m i c  p e r f o r m a n c e  and
p r o s p e c t s  based on m e d i u m - term e c o n o m i c  s t r a t e g i e s  f el t by the m a j o r i t y  of
h o u s e h o l d s  w i t h o u t  an u n e m p l o y e d  me mb er . T his does, however, i n d i c a t e  at
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best  a u t i l i t a r i a n  a p p r o a c h  l ac k i n g  in j u st  c o n c e r n  for the d i s a d v a n t a g e d .
P o l i t i c i a n s ,  ho wever, do h a ve  o th e r i n t e r e s t s  than the p r i m a r y  o n e  of
e le c ti on . As well as a c o n c e r n  for l o n g - t e r m  r e co g ni ti o n,  "a p l a c e  in the 
h i s t o r y  books", t hey are m e m b e r s  of p a r t i e s  w h i ch  need, for i dent i f i cat i on 
and r e c o g n i t i o n  an i d e ol o gy  or b r a n d  image w hi c h c a n n o t  be c h a n g e d  
r a d i c a l l y  or too o ft e n w i t h o u t  loss of c r e d i b i l i t y .  T h i s  is b a s e d  at
least i n i t i a l l y  and at least p a r t i a l l y  on s o m e  p e r c e p t i o n  of the long t erm
p u b l i c  or n a t io n al  interest.
B u r e a u c r a t s  h a ve  an int er es t in d e v e l o p i n g  the s t r e n g t h  of the ir
d e p a r t m e n t s , m a x i m i s i n g  d e p a r t m e n t s ’ bu dg e ts .  T hi s is c o n s i s t e n t  w i t h  not
o n ly  an i n t e r v e n t i o n i s t  e c o n o m i c  p o l i c y  but a ls o a s e l e c t i v e  one. M u c h
e x p e r ie n ce , skill and d e t a i l e d  r e s e a r c h  is ne ce ss ar y,  it m a y  be ar gued, if
m i n i s t e r s  are to be a bly  a d v i s e d  as to w h i c h  f i rm s  to s e le c t  for C P A s  and
what f e a t u r e s  the C PA s s h o u I d  include. The t r o u b le is that the
d e p a r t m e n t s  like ly  to be in vo l ve d  in C P A s  ar e  th os e  " s p o n s o r i n g "  i n d u s t r i e s  
and he nc e  m o r e  likely to f a v o u r  p r o t e c t i o n i s t  than g r o w t h - e n h a n c i n g  
p o l i c i e s  w hen  t h e re  is c o n f l i c t  b e t w e e n  o bje c ti v es .
T he  c o n c l u s i o n  d r aw n  f ro m  this c o n s i d er a t ion of i n t e r e s t s  is that it is not 
cl ea r that e i t h e r  p o l i t i c i a n s  or b u r e a u c r a t s  are m o r e  l ik el y to p u r s u e  the 
p u b l i c  i nt er es t in e c o n o m i c  e f f i c i e n c y  t h r o u g h  r e s i s t a n c e  to 
g r o w t h - i m p e d i n g  i n te re st  and p r e s s u r e  g r o u p s  than b u si nes s.  T h e s e  a re 
m o r e  likely to be o v e r c o m e  or w e a k e n e d  t h r o u g h  w i t h d r a w a l  of i n t e r v e n t i o n
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in c o m p e t i t i v e  pr o ce s se s.  Wh at  ca n be said, however, is that if t h e r e  is 
to be s e l e c t i v e  i nt er ve n ti on ,  the p u b l i c  i n te r e s t  s t a n d s  a b e t t e r  c h a n c e  of 
b e i n g  n o ti ce d in an e x p l i c i t  C PA  t ha n in ad hoc s pe cia l m e a s ur e s.
Fi nally, a C PA  i m pl ie s that the c o m p a n y  is b e i n g  d i v e r t e d  to s ome  e x t e n t  
f ro m  the e x e r c i s e  of its c o mm e r c i a l  j u d g e m e n t ,  e it he r  d i r e c t l y  t h r o u g h  the 
i n c e n t i v e s  o f f e r e d  or i n d i r e c t l y  as a quid pro quo for a g r e e m e n t  on
a c t i v i t i e s  b e n e f i c i a l  to the com pa ny . A l t h o u g h  it is not a s s u m e d  that
b u s i n e s s  has a m o n o p o l o y  of b u s i n e s s  a c u m e n  or that X - i n e f f i c i e n c y  m a y  not
be r e du c ed  as a r e s u lt  of s c r u t i n y  of the f i r m ’s a c t i v i t i e s  in s e t t i n g  up a 
CPA, th er e m ay  be c o s t s  i n vo lv ed  in t his  d i v e r s i o n  f r o m c o m m e r c i a l  
judg em en t.  If, however, it d o es  r e s u lt  in f u l le r  us e of e c o n o m i c  
r e s o u r c e s  and h ig h e r  growth, then tax r e v e n u e s  will be g reater. If the
i nc r e a s e  in r e v e n u e s  e x c e e d s  t h o s e  c o s t s  then the d i v e r s i o n  a a y  be
e c o n o m i c a l l y  j u st if i ed .  The c as e is s t r e n g t h e n e d  on j u s t i c e  g r o u n d s  in so 
far as h i t h e r t o  u n e m p l o y e d  labour is e mp l o y e d .  T h e r e  can still, h ow ever, 
be oth er  less d e s i r a b l e  r e - d i s t r i b u t i v e  ef fects.
- 213 -
(iv) WHICH TYPE OF CPA?
T he  -foregoing d i s c u s s i o n  a bo u t the o b j e c t i v e s  of C P As  and the c o n t e x t  in 
w h i c h  they c ou ld  o p e r a t e  p o i n t s  to a li mi ted  n um be r  of the ty pe s  listed 
in C h a p t e r  IV h a v i n g  the p o t e n t i a l  to e f f e c t i v e l y  p r o m o t e  justice.
At the n at io na l level, ie b e t w e e n  n ati on al  g o v e r n m e n t  and m e s o - e c o n o m ic 
c o mp an ie s,  it w o u ld  s ee m n e c e s s a r y  for g o v e r n m e n t  to h a ve  the p o w e r  to 
r e q u i r e  a c o m p a n y  to m a k e  one and for t h e r e to be at least an o u t l i n e  
i n d i c a t i v e  pla n in wh ic h  to set it. If C P A s  are  not to be c o m p u l s o r y ,  
then ei t he r  c o m p a n i e s  w h o s e  a c t i o n s  i m p i n g e  on j u s t i c e  will be a b l e  to 
e s c a p e  or the i n c e n t i v e s  n e c e s s a r y  to p e r s u a d e  them will be too costly. 
W i t h o u t  an o u t l i n e  i n d i c a t i v e  p lan s e t t i n g  o ut the g o v e r n m e n t ’s s t r a t e g i c  
o b j e c t i v e s  t h er e  will be the d an g e r  of a r b i t r a r i n e s s  and i n c o n s i s t e n c y  of 
t r e a t m e n t  of c o m p a n i e s  and so the p o l i c i e s  m a y  b e o v e r - s e l e c t i v e .  
W i th o u t  s uc h a f r a m e w o r k  they will a l s o  be m o r e  p r o n e  to p r e s s u r e  f r o m  
i nt erest groups. W h i l e  in the i n te r e s t s  of par t i c ipat ion and a l s o  
e f f e c t i v e n e s s  t r ad e  u n i o n  i n v o l v e m e n t  will be d es ir a bl e , th er e  m a y  b e 
p r o b l e m s  over p o t e n t i a l  c o n f l i c t s  b e t w e e n  n at io na l  and p 1a n t / c o m p a n y  
u n i on  interests. In w h i c h  c a s e  the g o v e r n m e n t  m a y  0€.et\ to g iv e  p r e f e r e n c e  to 
p 1 a n t / c o m p a n y  o r g a n i s a t i o n  of e mp l oy e es . G i v en  that C P A s  are to o p e r a t e  
in a m a r k et  ec onomy, t h e r e  is no r e a s o n  wh y  their i n t r o d u c t i o n  s h o u l d  be 
a c c o m p a n i e d  by a s u b s t a n t i a l  i n c r e a s e  in p u b l i c  o w n e r s h i p .  On b a l a n c e
it see ms  that they m a y  be a l t e r n a t i v e  and m o r e  e f f e c t i v e  m e a n s  t o w a r d s  
g r e a t e r  a c c o u n t a b i l i t y  and p art ic ipat ion by l a r g e - s c a l e  e n t e r p r i s e s .
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At the local level, ie b e t w e e n  regio na l,  c o u n t y  or d i s t r i c t  g o v e r n m e n t  
and large or m e d i u m - s i z e d  c o m p an ie s , it s e e m s  n e it he r e a s y nor n e c e s s a r y  
•for CPAs to be c o m p u l so ry .  It will, h owever, be m o r e  n e c e s s a r y  to g ain 
e m p l o y e e  and c o m m u n i t y  gr ou p i n v o l v e m e n t  in C P As  which, r e l a t i v e  to 
nat io na l CPAs, are likely to be less c o n c e r n e d  with e c o n o m i c  o b j e c t i v e s  
and m o r e  c o n c e r n e d  with  social a ims  s u ch  as o f f s e t t i n g  or d i m i n i s h i n g  
a l i e n a t i o n  in d e p r e s s e d  inner cities.
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2. C o m p a n y  P l a n n  ing A g r e e m e n t s  in P r a c t i c e
The c o n c l u s i o n  that C P As  with c en t ra l g o v e r n m e n t  s h o u l d  be w i t h i n  at 
least a m in i ma l  i n d i c a t i v e  p l a n n i n g  f r a m e w o r k  limits the c o n c l u s i o n s  that 
can be dr aw n f ro m the br ie f e x p e r i e n c e  w ith C PA s  in B ritain. I n d i c a t i v e  
p l a n n i n g  wa s e x p e r i m e n t e d  w i t h in the six ti es : the o n l y  two C PA s  w e r e  in
the se ve nti es . W hat can be done, ho wever, is to f o r m  an a s s e s s m e n t  f r o m  
past e x p e r i e n c e  and s p e c u l a t i o n  b a s ed  on a n a l y s i s  of in di r ec t  e v i d e n c e  as 
to w h e t h e r  -
(i ) the n e c e s s a r y  i n d i c a t i v e  p l a n n i n g  f r a m e w o r k  can be e r e c t e d  and c a r r y  
convi c t i o n ,
(ii) the C P As  w ith C h r y s l e r  and the N at i o n a l  Coal B o a r d would h av e b ee n 
m or e  e f f e c t i v e  in a f u l l e r  p l a n n i n g  e n vi r o n m e n t ,
(iii) c o m p a n y  p l a n n i n g  is f o r m u l a t e d  in s u f f i c i e n t  det ai l for C P A s  to be 
feasible,
(iv) e v i d e n c e  f r o m b u s i n e s s  b e h a v i o u r  i n d i c a t e s  the c o m p e t i t i v e  mo de l is 
w o r k i n g  or w h e t h e r  i n t e r v e n t i o n  is n e c e s s a r y  on e c o n o m i c  e f f i c i e n c y  
grounds, and,
(V ) t h er e  are m a j o r  d i s c r e p a n c  i es b e t w e e n  m a r k e t  s o l u t i o n s  and social 
o b j e c t i v e s  that C P A s  m i g h t b r i d g e  e f f e c t i v e l y .
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(i> T H E  I N D I C A T I V E  P L A N N I N G  F R A M E W O R K
The s i x t i e s  do not p r o v i d e  a s a t i s f a c t o r y  model for  the c o n t en t  of 
an i n d i c a t i v e  p l a n n i n g  f r a m e w o r k  for the e i g h t i e s  and ninet ie s.  In bo th
the NEDC pla n for 1 9 61 - 6 6  and the 1 9 6 4 - 7 0  N a ti o n a l  P l an  the e m p h a s i s  wa s  I
I
on a r at e of GDP g r o w t h  w h i c h  b e c a m e  a c c e p t e d  as a target. As soon  as Ii
the targets, wh ic h  w e r e  p r o b a b l y  not f e a s i b l e  f r o m  the b eg in n in g , j
w e re  g e n e r a l l y  r e c o g n i s e d  as u n a t t a i n a b l e  the p l a n s  t h e m s e l v e s  w e r e  
d is cr ed i te d . The p l a n n i n g  f r a m e w o r k  t o d a y  sh o ul d be d e s i g n e d  to m a k e  
p la in  the g o v e r n m e n t ' s  s t r a t e g i c  e c o n o m i c  o b je c ti ve s , in q u a n t i t a t i v e  but 
f l e x i b l e  form. T h e s e  s h o u l d  i n c l u de  a f a s t e r  r ate of g r o w t h  over the 
next ten y e a r s  or so t han s e e ms  l ik el y to o c c u r  w i t h o u t  p l a n n e d  
i n t e r v e n t i o n  in o r d e r  to cut th e u n e m p l o y m e n t  total a nd r e d u c e  re gi o na l 
and ot he r d i s p a r i t i e s  in u n e m p l o y m e n t  rates. But the o ve ra ll  rate of 
g r o w t h  m us t be limited to w h a t  is f e a s i b l e  w i t h i n  the likely wo rl d t r a d e 
and world f in a n c i a l  e n v i r o n m e n t .  It m u s t  a l s o  be li mi te d by the need to 
avoid a s e r i o u s  a c c e l e r a t i o n  in inflati on , w i th  the d e f i n i t i o n  of 
"serious" d e p e n d i n g  on the g o v e r n m e n t ' s  ju dg em e nt . T he  i n e v i t a b l e  lack 
of p r e c i s i o n  in t h e s e  two l i m i t a t i o n s  m a k e s  it p l a in  t ha t t he r e c a n n o t  be 
a u n i q u e  rate of GD P  g r o w t h  in the i n d i c a t i v e  plan - t h e r e sho ul d be 
a l t e r n a t i v e  s c e n a r i o s  - and that the o ve r a l l  rate of GD P  g r o wt h  s h o u ld  
not be the c e n t r e p i e c e  of the plan.
A f u r t h e r  u n h e l p f u l  f e a t u r e  of th e p l a n s  of the s i x t i e s  w as  e m p h a s i s  on 
m a c r o  d i s a g g r e g a t i o n  of the GDP  t a r g e t s  into the m a i n  s e c t o r s  of
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s p e n d i n g  - c o n s u m p t i o n , f i x e d  i nv es t me nt ,  e xports, etc. T h e s e  are 
g e n e r a l l y  too m a c r o  to be of d i r e c t  a s s i s t a n c e  to f i r m s  in m a k i n g  their 
plans. E m p h a s i s  s h o u l d  ra t he r  be p l a c e d  on ident i f i ca t io n of key s e c t o r s  
of o u tp u t  and e m p l o y m e n t  for i n t e r v e n t i o n  and s u p p o r t  t o w a r d s  the 
g o v e r n m e n t ’s s t r a t e g i c  o b j e c ti v es .
Such c o n s i d e r a t i o n s  ra is e  p o l i t i c a l  p ro b le m s.  It is i n e v i t a b l e  that 
p o l i t i c i a n s ’ h o r i z o n  t en d s to be the n ex t e le ct io n,  bu t the t i m e t a b l e  to 
r e a l i s e  e m p l o y m e n t  o b j e c t i v e s  and s t r u c t u r a l  c h a n g e s  is l ik e ly  to sp r ea d  
o ve r m o t e  than one p a r l i a m e n t  and  the s u r v e y  (see A p p e n d i x  1) s h o w s  that 
over a third of the c o m p a n i e s  u s i n g  e c o n o m i c  f o r e c a s t s  in l on g - t e r m 
p l a n n i n g  d e f i n e  " l o n g -t e rm " as o v e r  5 years. Furtkennore, the  need for 
a l t e r n a t i v e  s c e n a r i o s  d o e s not lend itself to p ol i t i c a l  p r é s e n t â t  i o n . Th e  
G o v e r n m e n t  "Green Paper " HM T r e a s u r y  (1982) did i nc l ud e 10 y e ar  f o r e c a s t s  
but the s l ow  r at e of G DP  g r o w t h  s h o w n  s e e m s  to h ave  b een  d e s i g n e d  to 
d e m o n s t r a t e  the c o n s t r a i n t s  on p u b l i c  e x p e n d i t u r e  growth, if so, its 
p u r p o s e  wa s n e g a t i v e  r at h e r  than po si ti v e.  W hat  is r e q u i r e d  for 
p u b l i c a t i o n  in the p r e s e n t  c o n t e x t  is an a t tr ac t iv e , e ven e x c i t i n g  
s t r a t e g i c  p lan  that will r a i s e  e x p e c t a t i o n s ,  yet c o n s i s t  of r e a l i s t i c  
a l t e r n a t i v e  s cen ario s. T h i s  will r e q u i r e  e c o n o m i c  skill in p r e p a r a t i o n  
and p u b l i c  r e l a t i o n s  skill in p r é s e n t â t ionJ for b o t h m i n i s t e r i a l  
u n d e r s t a n d i n g  and c o m m i t m e n t  is a p r e r e q u i s i t e .  It is c o n c l u d e d  that such 
c o n d i t i o n s  can be met so that a s t r a t e g i c  ten y ear i n d i c a t i v e  plan can be 
p r e p a r e d  and p r e s e n t e d  w ith  c o n v i c t i o n  for us e in the a c h i e v e m e n t  of 
g o v e r n m e n t  e c o n o m i c  and soci al  o b j e c t i v e s  in c o n j u n c t i o n  w i th  CPAs.
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(i i) CPAs WITH THE NCB AND CHRYSLER
In the a f t e r m a t h  of th e 1 97 3/ 4 e n e r g y  c r i s i s  the N a ti o n a l  Coal B oa r d 
"Plan for C oal" w a s  r e v i s ed  and m a d e  the b a s i s  of a P l a n n i n g  A gr ee me n t. 
D u r i n g  the 1 98 4/ 5 pit s t r i k e  it b e c a m e  the s u b j e c t  of d e b a t e  with the 
N a t i o n a l  Un io n  of M i n e w o r k e r s  c l a i m i n g  that it b een w r o n g l y  a b a n d o n e d  by 
the N CB  and the G o v e r n me nt .  It wa s  not p r e p a r e d  w i t h i n  a c o m p r e h e n s i v e  
i n d i c a t i v e  p l a n n i n g  f r a m e w o r k  in t hat the m a c r o  e c o n o m i c  a s s u m p t i o n s  w er e  
v e ry  l i g h tl y dra wn  but the e n e r g y  m a r k e t  a s s u m p t i o n s  w e r e  d et a il ed . It
is v e r y  d o u bt f ul  w h e t h e r  the m a r k e t  f o r e c a s t s  w o u l d  h a ve  been m o r e  
a c c u r a t e  had the m a c r o  e c o n o m i c  a s s u m p t i o n s  bee n m o r e  de t ai l ed . F a i l u r e  
r e s u l t e d  r a t he r  m o r e  f r o m  the near i m p o s s i b i l i t y  of f o r e c a s t i n g  w o r l d and 
UK e n e r g y  s u p p l y  and d em a nd  for g i v e n  l ev el s of GNP.
The 1973 A r a b / I s r a e l  War led to an A r a b  oil e xp o rt  e m b a r g o  and g a v e the 
O r g a n i s a t i o n  of P e t r o l e u m  E x p o r t i n g  C o u n t r i e s  (OPEC) the o p p o r t u n i t y  to 
q u a d r u p l e  the p r i c e  of c r u d e  oil. In tur n this g a v e  the N U N  g r e a t e r  
b a r g a i n i n g  p o w er  in a s t r i k e  f or  h i g h e r  w a g e s  in a p p a r e n t  b r e a c h  of the 
C o n s e r v â t  ivre G o v e r n m e n t ’s I n c o m e s  Po licy. A Ge ne ra l E l e c t i o n  wa s held
in F e b r u a r y  1974, l e ad i ng  to the  f o r m a t i o n  of a m i n o r i t y  L a b o u r  
G o ve r n m e n t ,  p l e d g e d  to i n t r o d u c e  CPAs. Th e s t ri k e  wa s q u i c k l y  sett le d,  
w ith the m i n e w o r k e r s  g a i n i n g  a s u b s t a n t i a l  pay increase, and the 
G o v e r n m e n t  set up a t r i p a r t i t e  "Coal I n du s tr y E x a m i n a t i o n "  by 
r e p r e s e n t a t i v e s  of the G o v e r n m e n t ,  the N C B  and the t h r e e  m i n i n g  unions. 
Th e N C B ’s P la n for Coal w as a c c e p t e d  as a b r o a d s t r a t e g y  for d e v e l o p m e n t .
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The "Plan for C o a l " (National Coal Board, 1974) p r e s e n t e d  a r a n ge  of 
d em an d f o r e c a s t s  for 1985. At the c e n t r e  of the r a n ge  was a f o r e c a s t  
that UK d e m a n d  for oil and coal c o m b i n e d  w o u ld  s ta y at 1 97 3/ 4 levels w it h 
coal i n c r e a s i n g  its share. It was f u r t h e r  c o n s i d e r e d  u n l i k e l y  that t h e r e  
w o ul d be large t o n n a g e s  of che ap  (ie less e x p e n s i v e  t han NCB) i m po r te d 
coal a va i la b le . S i n c e  it was e x p e c t e d  that coal wo ul d h a v e  a p r i c e  
a d v a n t a g e  over oil, it w o u ld  be e c o n o m i c  to install ne w c o a l - f i r e d
e l e c t r i c i t y  g e n e r a ti on .  It was a l s o e x p e c t e d  that steel o u t p u t  and h e n c e
c o k i n g  coal d e m a n d  w ou ld  rise. T h u s  it wa s  f o r e c a s t  that coal d e m a n d
would rise from, as s tat ed in the Plan, 133 m i l l i o n  tons in 1 973 /4  to 150 
m i l l i o n  tons in 1985. T h is  m e a n t  that r e c r u i t m e n t  and i n ve s t m e n t  in new 
p it s w ould h a v e  to be s t e p p e d  up.
In the event, the d em an d for coal has f a l l e n  in a b s o l u t e  t e rm s  and as a 
p r o p o r t i o n  of UK e n e rg y  d e m a n d  w h i c h  a l s o  has fallen. Inla nd  e n e r g y
c o ns u m p t i o n ,  f o r e c a s t  to r i s e e ven at the p e s s i m i s t i c  end of the range, 
fell f rom  88 b i l l i o n  th e rm s  in 1973 to 77 b i l l i o n  in 1982 and t he m
g r a d u a l l y  r o se  to 85 b i l l i o n  in 1986 (a b e t t e r  year for c o m p a r  i s i on than 
1985 as in the  p l an  b e c a u s e  the pit  s t r i k e  c o n t i n u e d  into that year), 
still 4% down on the 1973 level. At the s a m e  time coal imp or ts  have ri se n 
to b e c o m e  a s i g n i f i c a n t  s o u r c e  of supply.
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Inland Energy Consumption
% of total 1973 1986
Coal 3 7 . 4  3 2. 8
P e t r o l e u m  4 6 . 8  3 5. 6
N u c l e a r  and h y d r o - e l e c t r i c i t y  3.2 6.9
Na tu ra l Gas 12.6 2 4 .7
10 0 .0 100 .0
UK Coal Supply and Demand
m i l l i o n  to n ne s  1973 1986 % c h a n g e
P r o d u c t i o n  130 105 - 20
Im p or ts  2 11 + 5 4 0
C o ns u m p t i o n ,  of w h i c h 133 114 - 14
for E l e c t r i c i t y  S u p p l y  77 (58%) S3 (72%) + 8
* Source: Annual A b s t r a c t  of S t a t i s t i c s ,  H M S O
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The d e m an d  f o r e c a s t s  wen t wrong, not b e c a u s e  the m a c r o  e c o n o m i c  
e n v i r o n m e n t  was not f o r e c a s t  in s u f f i c i e n t  detail but b e c a u s e  of e r r o r s  
in a n t i c i p a t i n g  the e f f e c t s  of an u n p r e c e d e n t e d  c h a n g e  in oil prices.
T h e se  were, first, s l o w er  g r o w t h  of w o r ld  p r o d u c t i o n  and t r a d e  as the 
i n d u s t r i a l i s e d  nations, a f f e c t e d  by a d e t e r i o r a t i o n  in t he ir  t e r ms  of
trade, s ou g ht  to c o u n t e r  i nf l a t i o n  and r e d r e s s  their c u r r e n t  a c o o u n t
d e f i c i t s  and, second, c h a n g e s  in e c o n o m i c  s t r u c t u r e  s t i m u l a t e d  by h i gh e r  
e n e r g y  c o s t s  and le a di ng  to lower e n e r g y  r e q u i r e m e n t s  per unit of GNP.
The Plan for Coal fo r ec a st s,  however, w e r e  e n d o r s e d  by the Coal I nd u s t r y 
E x a m i n a t i o n  (1974a, 1974b) wh ic h s t a t ed  that t hey w e r e  a l s o  in line w ith
EEC e n e r g y  p ro p o s a l s .  T hus  they f o r m e d  the b a s i s  for the CPA w h ic h 
involved a g o v e r n m e n t  c o m m i t m e n t  to s u b s i d i s e  the N CB  s ho ul d  th er e be 
a d v e r s e  f in a nc i al  f l u c t u a t i o n s  r e s u l t i n g  f r o m  s h or t  t er m v a r i a t i o n s  in 
e n e r g y  prices. B e t w e e n  1974 and 1984 g r a n t s  t o t a l l i n g  £ 8 , 6 5 0  m i l l i o n  had 
b een m a d e  (NCB, 1985), but p r o d u c t i v i t y  had g r o w n  m o r e  s l o w l y  than 
p la n n e d  w h i l e  ca pi ta l c o s t s  w e re  h i g h e r  so that o v er  the  ten y e a r s  f r o m  
197 2/ 3 o p e r a t i n g  c o s t s  per t o nn e  r o s e  fay 5 0 %  in real terms.
The chief labour r e l a t i o n s  e l e m e n t s  in the P l an  w e r e  a s u b s t a n t i a l
i nc re a se  in c o m p e n s a t i o n  p a y m e n t s  for p n e u m o n i c o s i s  v i c t i m s  and
g o v e r n m e n t  c o n t r i b u t i o n s  to c l o s e  a s h o r t f a l l  in the p e n s i o n  fund,
c o n t r i b u t i o n s .  M o r e  i mp or ta nt  in the longer term, however, was the N U M ’s 
us e of the p lan w it h  its high o u t pu t  f o r e c a s t s  to o p p o s e  pit closu re s.
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T hu s t his e x a m p l e  of a CPA s h o w s  how u n h e l p f u l  r i g i d i t y  can r es ul t f r o m  
th e best of in te nt io ns . R o b i n s o n  (1974-) wa s an e a r l y  v o i c e  s u g g e s t i n g  
that the plan w as  o v e r - o p t i m i s t i c .  and R o b i n s o n  an d M a rs h al l  (1985) 
a r g u e  that a b e t t e r  wa y of c o p i n g  w i t h  u n p r e d i c t a b l e  e n e r g y  m a r k e t  
f l u c t u a t i o n s  is the p at h of 1 i b e r a l i s i a t i o n !  all r e s t r i c t i o n s  on coal 
i mp ort s s ho u ld  be r e m o v e d  and the m i n e s  p r i v a t i s e d  t h r o u g h  e s t a b l i s h m e n t  
of m a n a g e m e n t  b uyouts, w o r k e r s ’ c o o p e r a t i v e s ,  sa le s to p r i v a t e  c o m p a n i e s  
i n cl u d i n g  e s t a b l i s h m e n t  of p r i v a t e  c o a l / p o w e r  s t a t i o n  p a c k ag es .  C l e a r l y  
this wou ld  s h a r p e n  c o m p e t i t i v e  p r e s s u r e s  and p l a c e  r e s p o n s i b i l i t y  for pit 
s ur vi va l on local m a n a g e m e n t  and w o r k forces. W o u l d  this leave 
u n s u r m o u n t a b 1e social p r o b l e m s ?  If it led to s u b s t a n t i a l  and v e ry  
lo ca li se d u n e m p l o y m e n t ,  this c o ul d t h r e a t e n  s o me  of the l o n g - e s t a b l i s h e d ,  
c l o s e l y - k n i t  m i n i n g  c o m m u n i t i e s .  If it w e r e  i m p o s s i b l e  for p i ts  to be 
m a d e  v i a b l e  in the new c i r c u m s t a n c e s ,  then t here w o u ld  be a c ase  for 
f a r - r e a c h i n g  r e t r a i n i n g  and local d e v e l o p m e n t  p o l i c i e s  s p o n s o r e d  by local 
a u t h o r i t i e s  wi th  ce ntral g o v e r n m e n t  s u p p o r t  as n ec es sa r y.  S i nc e  the
usual c a u se  of a pit b e c o m i n g  n o n - v i a b l e  is not lack of in v es tm e nt  b ut
that the coal s e am  has b e c o m e  so e x h a u s t e d  that f u r t h e r  w o r k i n g  is 
u ne c on om i c,  th er e w o u ld  s e em  to be lit tl e s c o p e  for p l a n n i n g  a g r e e m e n t s  
w ith p r i v a t e  coal c o m p a n i e s  d e s i g n e d  to m a i n t a i n  e m p l o ym e nt .
Th e CPA w ith C h r y s l e r  wa s a l so  c o n c e i v e d  in the a f t e r m a t h  of the e n e r g y  
crisis. UK car d em a nd  had c o l l a p s e d  (see c ha rt  in C h a p t e r  I V ) and
C h r y s l e r  UK a p p r o a c h e d  the G o v e r n m e n t  in mi d 1975 for re gi o na l s e l e c t i v e
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a s s i s t a n c e  to f i n a n c e  new mo de l d e v e l o p m e n t  w i t h o u t  wh ic h some 
s c a l i n g - d o w n  of C h r y s l e r ' s  UK o p e r a t i o n s  w ou l d be inevitable. D i s c u s s i o n s  
w e r e u n d e r w a y  when, a c c o r d i n g  to the G o v e r n m e n t  ( De pa rt me nt  of Industry, 
1977) w i t h o u t  w a r n i n g  the f i n a n c i a l  c r i s i s  d e e p e n e d  to the po in t of 
C h r y s l e r  p r o p o s i n g  c o m p l e t e  closu re.  The  G o v e r n m e n t , a n x i o u s  to avoid the 
d i r e ct  and i nd ir e ct  u n e m p l o y m e n t  and loss to e x p o r t s  to Iran this w o u ld  
mean, then n e g o t i a t e d  an a g r e em en t , w h ic h  b e c a m e  the b a s i s  of a CPA, 
u n d er  w hi c h C h r y s l e r  w ou ld  p e r s i s t  w i th  its UK o p e r a t i o n s  at s p e c i f i e d  
p l a n t s  and with s p e c i f i e d  new m o d e l s  in r et ur n  for f i na n c i a l  a ss is ta nc e. 
C l e a r l y  the G o v e r n m e n t  w as  not in a s t r o n g  b a r g a i n i n g  p o s i t i o n  but was 
c r i t i c i s e d  by the P a r l i a m e n t a r y  E x p e n d i t u r e  C o m m i t t e e  (House of Commons, 
1976) for not m a k i n g  the m o s t  of it and b e i n g  too o p t i m i s t i c  about the 
p r o s p e c t s  for v i a b i l i t y  of the r e s c u e d  s ub si d ia ry .  T he G o v e r n m e n t  
d e fe n d e d  itself v i g o r o u s l y  p o i n t i n g  to the v er y  st ar k a l t e r n a t i v e s  w ith 
w hi c h it was faced and a r g u i n g  that it did not d i s s e nt  f r o m  the v ie ws  of 
the I n du st ri al D e v e l o p m e n t  A d v i s o r y  B o a rd  and the C en t r a l  P o l i c y  R e v i e w  
Staff that a s c a l e d - d o w n  or i n d e p e n d e n t  (ie s t a t e - o w n e d ) C h r y s l e r  UK 
w ou l d not be viable.
In the e ve nt  the CP A  was a r b i t r a r i l y  e n d ed  w hen the UK c o m p a n y  was sold
to and in t eg r at ed  into the F r e n c h  f i rm  Peugeot. Th e f a i l u r e  of this CP A
also did not a r i se  f ro m lack of a m a c r o - e c o n o m i c  f ra me w or k.  T h er e  w er e 
p l e n t y  of c o m p r e h e n s i v e l y  b a s e d  f o r e c a s t s  of the car market. But the
f u t u r e  was c l ou d e d  in m u c h  m o r e  than the usual u n c e r t a i n t y  b e c a u s e  of
the e f f e ct s  of the e n e r g y  c r i s i s  on the o ve ra ll  rate of e c o n o m i c  g r o w t h
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and on the c o s t s  of and h e n c e the d e m a n d  for m o t o ri ng .  W h a t  wa s n e ed ed
wa s a f l e x i b l e  plan, f i r m c o m m i t m e n t  f r o m  all p a r t i e s  and t ru st  b e t w e e n  
them. It was  this c o m m i t m e n t  and t ru st  that wa s  lacking.
It is s t r a n g e  that over a d e c a d e  later the m o t o r  i n du s tr y has p r o v i d e d  
a n o t h e r  e x a m p l e  of p l a n n i n g  that has e n d e d  in c o n t r o v e r s y . D u r i n g  the
s am e  P a r l i a m e n t  and d u r i n g  the s a m e  r e c e s s i o n  as the C h r y s l e r  CPA, the
G o v e r n m e n t  t ook o ver  a lmo st  all the c a pit al  of the B r i t i s h  L e y l a n d  m o t o r  
c o m p a n y  to s a v e  it and the j o b s  of its e m p l o y e e s  and s u p p l i e r s ’
e m p l o y e e s  f rom  liq ui da ti on . I n i t i a l l y  it wa s not a n a t i o n a l i z e d
i nd u s t r y  (or co mpany) as such but o n e of the h o l d i n g s  of the N at i o n a l  
E n t e r p r i s e  Board. The t a k e o v e r  w a s  an e m e r g e n c y  o p e r a t i o n  and
s u c c e s s i v e  g o v e r n m e n t s  hav e s o u g h t  the r i gh t time and m e a n s  to r et ur n it 
to the p r i v a t e  sector. B r i t i s h  L ey la n d,  m o r e  r e c e n t l y  r e n a m e d  T h e R o v e r  
Group, wa s a c o n g l o m e r a t i o n  of o n ce  i n d e p e n d e n t  u n i t s  of the B r i t i s h  
m o t o r  i n d us tr y and p r i v a t i s a t i o n  has ta ke n the f o r m  of b r e a k i n g - o f f  
a p p a r e n t l y  v i a b l e  u n i t s  to be i n d e p e n d e n t  again, eg J a g u a r  C a r s  and
Uni pa rt .
T he final s ta g e was the s a l e  of the r e m a i n d e r  to B r i t i s h  A e r o s p a c e
(itself a p r i v a t i s e d  c o nc ern ),  a g r e e d  in J ul y 1988. T he  t e r m s  n e g o t i a t e d  
b e t w e e n  the g o v e r n m e n t  and BA e  i n cl ud e d the g o v e r n m e n t  p a y i n g  off £ 8 0 0  
m i l l i o n  of debt a c c u m u l a t e d  by Rover. S uc h s ub si di es , h ow ever, r e q u i r e  
a pp ro va l of the EEC C o m m i s s i o n  w h i c h  m u s t  be s a t i s f i e d  u n d e r  C o m m u n i t y  
c o m p e t i t i o n  rules that the b e n e f i c i a r y  is not r e c e i v i n g  an u n f a i r
- 225 -
ad va nt ag e . The C o m m i s i o n  r e q u i r e d  the w r i t e - o f f  to be r ed u c e d  by 4 0 % and 
B Ae to giv e an u n d e r t a k i n g  to c a r r y  out the d e t a i l e d  p r o v i s i o n s  of the 
B r i t i s h  L e y l a n d  C o r p o r a t e  P lan a g r e e d  e a r l y  in 1988. T h i s P la n had not 
p r e v i o u s l y  b e e n m a d e  public. D e t a i l s  w e r e  r evealed, however, b e c a u s e  BAe 
w e re  w o r r i e d  a b ou t  b e i n g  tied too c l o s e l y  to a plan to w h i c h  t h ey  had 
not c on t r i b u t e d .  E v e n t u a l l y  the C o m m i s s i o n  a gr ee d that B Ae  c o ul d
o p e r a t e  the p la n flexi bl y:  m i n o r  a m e n d m e n t s  co ul d be m a d e  at will and
m o r e  m a t e r i a l  d e p a r t u r e s  w ou l d be c o n s i d e r e d  o b j e c t i v e l y  by the
C o mm  i ss ion.
N a t i o n a l i s e d  I n d u s t r y  C o r p o r a t e  P l a n s  w e r e  on e  of the new f e a t u r e s  in the 
r e fo r m  of the r e l a t i o n s h i p  b e t w e e n  g o v e r n e n t  and the n a t i o n a l i s e d  
i n du s t r i e s  e n v i s a g e d  in the G o v e r n m e n t  1978 W h i t e  Paper. A C o r p o r a t e
Plan wo ul d set out the s t r a t e g i c  p l a n s  of the ind ust ry  and, o n c e  a g r e e d  
with the g ov e r n m e n t ,  p r o v i d e  the f r a m e w o r k  w it h in  w h ic h  issues and 
p r o b l e m s  a r i s i n g  in the i n t e r f a c e  of the  i n d u s t r y ’s o p e r a t i o n s  and 
g o v e r n m e n t  e c o n o m i c  and social p o l ic i es .  In some i n d u s t r i e s  t r ad e  u n i o n s
are c o n s u l t e d  and m a y  be i nv ol ve d in s o m e  a s p e c t s  of the plan. Th e full
pla n is not n o r m a l l y  p u b l i s h e d  but the o u t l i n e s  are u s u a l l y  r evealed.
C l e a r l y  t h e r e  are r e s e m b l a n c e s  b e t w e e n  s uc h c o r p o r a t e  p l a n s  and CPAs. The 
R over Plan, however, had been kept s e c r e t  f r o m  the unions, the r e a s o n  
b e i n g  that it inv ol ve d a s h a rp  r e d u c t i o n  in c a p a c i t y  and e m p l o y m e n t .  
T hi s was of int er es t to the EEC C o m m i s s i o n ,  a n x i o us  to se e r e d u c t i o n s  in 
E u r o p e a n  car p r o d u c t i o n  c a p a c i t y  as s t e p s  t ow a rd s  a m o r e  c o m p e t i t i v e  car
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m ar ket. A c c e p t a n c e  of these p r o v i s i o n s  by B Ae  w as m a d e  p l a i n  w hen  R o v e r  
told its u n i o n s  in the week a ft e r the t a k e o v e r  te rm s had been  f i n a l i s e d  
that two m a j o r  p l a n t s  w ere  to close.
T h e r e  is no s u g g e s t i o n  that the R o v e r  P lan  lacked a n y t h i n g  in 
m a c r o - e c o n o m i c  or m a r k e t  realism. Nor, u n l i k e  the C h r y s l e r  CPA, is t h e r e  
any s u g g e s t i o n  of lack of trust b e t w e e n  the p a r t i e s  - c o m p a n y  and
go v er nm e nt .  T h e r e  was, however, lack of any third (or fourth) p a r t y  
in vo l ve me nt  and in p a r t i c u l a r  no a t t e m p t  to build up tru st  in the
p l a n n i n g  p r o c e s s  w it h the unions. Th e  o b j e c t i v e s  of the P l an  s e e m  to h av e 
b e en  e x c l u s i v e l y  m a r k e t  and f i na n c i a l .  W i d e r  e c o n o m i c  and social 
o b j e c t i v e s  that m i g h t  be incl ud ed  in a C P A  w o u l d  s u r e l y  r e q u i r e  u n i o n  and 
local c o m m u n i t y  r e p r e s e n t a t i o n .
On the ot he r hand, the f e ar s  of BAe that t he y m i g h t  be too  c l o s e 1 y t ied 
to the Plan i l l u s t r a t e s  how r e l u c t a n t  c o m p a n i e s  mi gh t be to e n t e r  CPAs. 
It is no a n sw e r  to sa y  that they m u s t  be c o m p e l l e d  to e n t e r  t he m for, as 
seen in the c a s e  of Chrysl er , w i t h o u t  c o m m i t m e n t  and t rust th e CP A will 
fail. A c o m p a n y  o p e r a t i n g  in a c o m p e t i t i v e  w o r l d  m a r k e t  m u s t  be a l l o w e d  
to w ork a CPA flexi bl y.  The BAe  h e s i t a t i o n s ,  however, w e r e  a b o ut  a
m a r k e t i n g  and f in a n c i a l  plan. T h e y  w o u l d  h a v e  been  m o r e  p r o n o u n c e d  and
c ou l d have a b o r t e d  t he  t a k e o v e r  had the P l a n  incl ud ed  w i d e r a n g i n g  and 
i n f l e x i b l e  social, e n v i r o n m e n t a l  and e m p l o y m e n t -  p r o t e c t i n g  p ro v i s i o n s .
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(iii) C O M P A N Y  P L A N N I N G
H o w e v e r  well t ho u gh t  out and n e go ti a te d , a CP A  s y s t e m  c a n n o t  work u n l e s s
c o m p a n i e s  are e x p e r i e n c e d  in and c o m m i t t e d  to f o r e c a s t i n g  and p l a n n i n g
w ith s u f f i c i e n t  b r e a d t h  and in s u f f i c i e n t  detail. E s t r i n  and H o l m e s
(1982), as d i s c u s s e d  in C h a p t e r  IV, S e c t i o n  4, d o u bt  w h e t h e r  they are. 
The p r i m e  p u r p o s e  of the Survey, d e t a i l e d  in A p p e n d i x  I,is to test the 
h y p o t h e s i s  that t hey  are.
A q u e s t i o n n a i r e  on the us e  of e c o n o m i c  f o r e c a s t s  in p l a n n i n g  w as  sent to 
two c a t e g o r i e s  of c o m p a n y  : 125 s u b s c r i b e r s  to a p r i v a t e  e c o n o m i c
f o r e c a s t i n g  s e r v i c e  and 45 n o n - s u b s c r i b e r s . Th e latter a re  large or 
v e r y large c o m p a n i e s  s o m e  of w h o m  s o m e  s u b s c r i b e  to o t he r  f o r e c a s t i n g
s e r v i c e s  and some do not; in no w ay  are  do they  c o n s t i t u t e  a r a n d o m  or
r e p r e s e n t a t i v e  sample, but their a n s w e r s  p r o v i d e  use fu l i n f o r m a t i o n  and 
some c r o s s - c h e c k s  on a n s w e r s  f ro m  the s u b s c r i b e r s .  A 6 7 %  r e s p o n s e  rate 
was o b t a i n e d  f r om  the s u b s c r i b e r s  and 5 1 %  f r o m  n o n - s u b s c r i b e r s .
R e p l i e s  w e r e  r e c e i v e d  f r om  a high p r o p o r t i o n  of the l ar ge st  c o m p a n i e s  in 
the economy. Of the r e s p o n d e n t s , 50 i n di c a t e d  that the ir  annual
t ur n o v e r  was £ 5 00  m i l l i o n  or more. In 1983, a c c o r d i n g  to the D e p a r t m e n t  
of T r a d e  and I n d u s t r y  (BSD, 1986) t h e r e  w e r e  133 c o m p a n i e s  w ith t u r n o v e r  
of that order. E x t r a p o l a t i n g ,  the n um b e r  had p r o b a b l y  r i se n to 150 by 
1987, of w h i c h the s a m p l e  w o u ld  t h e r e f o r e  a c c o u n t  for 33%. S i n c e  t hey 
i nd i cate d c o n s i d e r a b l e  e m p h a s i s  on f o r e c a s t i n g  and p l a n n i n g  it is a
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r e a s o n a b l e  i n f e r e n c e  that s uch e m p h a s i s  is to be fo un d in v e r y  large 
c o m p a n i e s  g e n e r a l l y .
R e p l i e s  i n d i c a t i n g  e m p h a s i s  on f o r e c a s t i n g  and p l a n n i n g  w e re  a l s o  
r e ce i v e d  f ro m a c o n s i d e r a b l e  nu mb er  of c o m p a n i e s  b e l o w  the largest size, 
w hi c h s t r e n g t h e n s  the c as e  for b e l i e v i n g  a CP A s y s t e m  w o u l d  be v i a b l e  at 
the local as well as the nat io na l level. Of the r ep lies, 3 7 %  w e r e f r o m  
c o m p a n i e s  with t u r n o v e r  of £ 100  m i l l i o n  a y e ar  or m o r e  but less than £ 5 0 0  
million, r e p r e s e n t i n g  s om e 11% of the e s t i m a t e d  n um b er  of c o m p a n i e s  in 
that size range. A n o t h e r  14% had t u r n o v e r  of £2 5  m i l l i o n  a y ea r or 
m o r e  but less than £ 10 0  mill io n.  T h e r e  is a limit, however: o nly  o n e
r e p l y  was  r ec e i v e d  from a c o m p a n y  w it h  less than £25 m i l l i o n  turnover.
W a y s  in w hi c h e c o n o m i c  f o r e c a s t s  are  u se d in p l a n n i n g  v a r y  but s t r a t e g i c  
p l a n n i n g  tops the list of uses, f o l l o w e d  c l o s e l y  by ann ua l b u d g e t i n g  and 
m a rk e t  p lanning. P r i m a r i l y  but not e x c l u s i v e l y  in c o n n e c t i o n  with th e 
latter, m i c r o  e c o n o m i c  f o r e c a s t s  are r e g a r d e d  as e s s e n t i a l  or v e r y use fu l 
by almo st  as m a n y  f i r ms  as m a c r o  e c o n o m i c  f o r e c a s t s .
Much ' use of f o r e c a s t s  is in s h o r t - t e r m  p la n ni ng ,  w h i c h  for a lm os t  all 
fi rm s is for 12 m o n t h s  ah ea d or less. C le ar ly , C PAs a re  to do with the 
m e d i u m  or long term. Indeed, s i n c e  for t h r e e - q u a r t e r s  of c o m p a n i e s  the 
m e d i u m  term is no longer than t hr e e years, C P As  are m o r e  relev£>.nt to the 
long term, w h i c h for o ve r half of c o m p a n i e s  is th re e to f i ve  y e a r s  but 
for only one in ten it is m o r e  than 9 y e a r s  ahead. T h i s  i n d i c a t e s  that
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t h e re  is inte re st  in p l a n n i n g  for the t im e  s c al e n ee de d  for the f o r m a t i o n  
and e x e c u t i o n  of a c o m p a n y  p l a n n i n g  a g r e e m e n t  but that it m i g h t  well be
n e c e s s a r y  to e n c o u r a g e  f i r m s  to look m o r e  c a r e f u l l y  at a r ath er  longer 
time h o riz on  than they are a c c u s t o m e d  to.
Ve ry  few fi rm s m a k e  m u c h  u s e of f o r e c a s t s  in n e g o t i a t i o n s  with 
g o ve rnm en t;  this p r o b a b l y  r e f l e c t s  the p r e s e n t  g o v e r n m e n t ’s "hands o f f " 
p o l i c i e s  in r e ga rd  to p l ann in g.
M a n u f a c t u r i n g  f ir m s ( sl i gh tl y m o r e  c o n s u m e r  than in du st ri al  g o o d s  
p r od u ce rs ) , a c c o u n t e d  for 5 0 %  of the total replies. Th is  is a l m o st 
e x a c t l y  the s ame as a m o n g  c o m p a n i e s  w it h £ 1 0 0 m i l l i o n  t u rn o ve r in the 
e c o n o m y  as a whole. But r e t a i l e r s  and the f ina nc ia l s e c to r  w ere  a ls o 
we 11- r e p r e s e n t e d  as well as ot he r  b us i ne s se s.
It is c o n c l u d e d  the s u r ve y  d o es  p r o v i d e  s u f f i c i e n t  e v i d e n c e  for the 
h y p o t h e s i s  that f ir m s are  c o m m i t t e d  to f o r e c a s t i n g  and p l a n n i n g  w ith 
s u f f i c i e n t  b r e a d t h  and in s u f f i c i e n t  detail for a CPA  system. It is
a ls o the c ase  that th er e is a trend t o w a r d s  longer t er m  p l a n n i n g  and 
p l a n n i n g  in g r e a t e r  detail. T hi s  m a y  well have been p r o m p t e d  by the 
m uc h g r e a t e r  f l u c t u a t i o n s  in marke ts,  p r i c e s  and f i n a n c i a l  c o n d i t i o n s  on 
a w o r l d - w i d e  b a s i s in r ec en t years. It se ems  p r o b a b l e  t h e r e f o r e  that 
the st at e  of b u s i n e s s  p l a n n i n g  is m o r e  a t t u n e d  to the r e q u i r e m e n t s  of a 
CP A sy st e m than it was in the s i x t i e s  or sevent ie s.  But it is cl ea r  that
the use of pri\/sts f o r e c a s t s  is p o p u l a r  and w i d e l y  a c c e p ta bl e .
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(iv) THE COMPETITIVE MODEL AT WORK
The c as e for i n t e r v e n t i o n  w it h C P A s  r e s t s  h e a v i l y  on the c l a i m  that the 
m e s o - e c o n o m y  is a b l e  to and d o e s  o b s t r u c t  the o p e r a t i o n  of the f ree
c o m p e t i t i v e  m a r k e t  system. It is a r gu e d  that m e s o - e c o n o m i c  c o m p a n i e s
e x e r c i s e  the p o w e r to fix p r i c e s  and t hey do so on a c o s t - p l u s  b a s i s  
r e g a r d l e s s  of c o m p e t i t i v e  p r e s s u r e s  at d i f f e r e n t  st a ge s  of the b u s i n e s s  
cycle. Thus b e c a u s e  such c o m p a n i e s  are  so d o m i n a n t  in the UK  e c o n o m y  not 
o n ly  are s m a l le r  c o m p an i es '  c o s t s  h i g he r  than they need be  but also the 
a v e r a g e  rate of i nf l a t i o n  is raised. It is p o s s i b l e  to test t hi s  c l a i m  by 
s t u d y i n g  c o m p a n y  prof it s,  p r i c e s  and c o s t s  over several b u s i n e s s  c y c l e s  
and f ro m  a n a l y s i s  of c o m p a n y  a cc o unt s.  The s t a t i s t i c a l  a n a l y s i s  
d i s c u s s e d  b e l o w  is d e t a i l e d  in A p p e n d i x  II.
Th e f i rs t  h y p o t h e s i s  tested is t hat the m e s o - e c o n o m y  s u c c e e d s  in h o l d i n g  
the c o m p a n y  p r o f i t s ’ s h ar e  of GDP  co ns ta n t,  r e g a r d l e s s  of GD P g ro w t h  or 
v a r i a t i o n  in i n f l a t i o n a r y  p re s su r e.  Annual d a t a  was tak en  f r o m  the UK 
N a t i o n a l  a c c o u n t s  for the p e r i o d  1965 to 1987, thus i n c l u d i n g  two s e v e r e  
r e c e s s i o n s  f o l l o w e d  by r e c o v e r i e s  and g re a t v a r i a t i o n  in i nflation. Th e 
s h a r e  of total c o m p a n y  profits, net of s t o ck  a p p r e c i a t i o n , in G r o s s
D o m e s t i c  P r o d u c t  has r ang ed  f r o m  7 . 6 %  (in 1975) to 17 .1 %  (in 1987). It is
p o s i t i v e l y  c o r r e l a t e d  ( c o r r e l a t i o n  c o e f f i c i e n t  0.56) w i t h  th e p e r c e n t a g e  
g r o w t h  of GDP in c o n s t a n t  p r i c e  t e r m s  and n e g a t i v e l y  c o r r e l a t e d  (-0.75) 
with i n f l at io n  as m e a s u r e d  by the p e r c e n t a g e  rate of c h a n g e  in the GD P 
de fl at or . A linear r e g r e s s i o n  of the p r o f i t s  s h a re  on G DP g r o w t h  and
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i n f la t io n had an R s q u a re d  of 0.58. T his  in d ic a te s e x i s t e n c e  of a 
s i g n i f i c a n t  r e l a t i o n s h i p  b e t w e e n  th e v ar i ab le s . It d oe s not p r e c l u d e  
o t h er  i nf luences: f ro m 1984 to 1987, for example, p r o f i t s  w e r e  h ig h er  
than giv en  by the relat ionship, r e f l ec t  ing the i nc lus io n of th e p r o f i t s  
of p r i v a t i s e d  n a t i o n a l i s e d  indust ri es . But the m a r k e d  f a l l s  in the 
p r o f i t s  s h a r e  d u r i n g  the 1 97 5 -7 6  and 19 80- 81  r e c e s s i o n s  w hen p r i c e s  r ose 
sharply, r e f l e c t i n g  wo rl d c o m m o d i t y  and UK labour cost increases, te nd s 
to r e f u t e  the h y po thes is. In its favour, however, it co ul d  be a rg ue d  that 
i nf l at i on  d u r i n g  a r e c e s s i o n  r e f l e c t s  in p a rt  the a b i l i t y  of b ig  b u s i n e s s  
to ac c ee d  to, or r e l u c t a n c e  to resist, b i g  pay  claims.
The s e c o nd  h y p o t h e s i s  is that p r o f i t  m a r g i n s  in m a n u f a c t u r i n g  will not 
vary c y c l i c a l l y  with output. Annu al  d a t a  f r o m  1974 to 1987 w a s analy se d. 
A p r i c e / c o s t  r a ti o  w as c a l c u l at ed ,  u s i n g  the p r o d u c e r s ’ o u t p u t  p r i c e
index and a p r i m e  cost index c o n s t r u c t e d  by w e i g h t i n g  t o g e t h e r  the 
p r o d u c e r s ’ m a t e r i a l s  and fuel input p r i c e  index and the index of u ni t 
labour costs. As the ch ar t shows, t h e r e  are indeed m a r k e d  c y cl i ca l 
m o v e m e n t s  in the price/cost ratio, but, a l t h o u g h  it has r is en  v e ry  m u c h  in
line w ith o ut pu t  s i n c e  1980, over the p e r i o d  as a whole, it has a v e r y
low (0.22) c o r r e l a t i o n  w ith ou tput. W he n  the two s e r i e s  are p l o t t e d
a g a i n s t  e ac h other, a s t r a n g e  p a t t e r n  eme rg es ; there h ave  b ee n two not 
s u b s e q u e n t l y  r e v e r s e d  u pwa rd  s h i f t s  in a p o s i t i v e  r e l a t i o n s h i p  - in 
1 97 5 - 1 9 7 7  and 1981-1983. If, ho wever, the ratio is r e g r e s s e d  on o u t p u t  
and two a d d i t i o n a l  v a r i a b l e s  - an index of import c o m p e t i t i v e n e s s  and a 
time trend - a s t r o ng  r e l a t i o n s h i p  is c al c ul at e d,  with  an R s q u a r e d  of
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0.92. (The t ime trend is n e c e s s a r y  to t a ke  a c c o u n t  of the r is e in the 
r a ti o  over the p e r io d  whi ch  s i n c e  it is not c o n s i s t e n t  w i th  p r o f i t s  s h a r e  
of GDP m ay  r e f l e ct  a s t a t i s t i c a l  quirk.) The r e l a t i o n s h i p  s u g g e s t s  that
a 1% r ise in o u t p ut  ra is es  m a r g i n s  b y 0 . 3 %  and a 1% rise in the
c o m p e t i t i v e n e s s  of imports c u t s m a r g i n s  by 0.3%; th er e  is a l s o  a hint 
that t h e r e is a lag in the r e l a t i o n s h i p  w h en  indu st ry  is e m e r g i n g  f r om  
r ec es s io n . Th e in fe re n ce  is that c o m p e t i t i v e  f a c t o r s  ar e at w o r k so
that, like the first, the h y p o t h e s i s  is not b o r n e  out. It is a l s o  of
in terest that the r e l a t i o n s h i p  s e e m s  to hold for the w h o l e  period, ie no 
i n t e n s i f i c a t i o n  of c o m p e t i t i o n  is i nd ic at ed .
Th e third p i e c e  of e v i d e n c e  r e l a t e s  to c h a n g e s  in the r a n k i n g  of the
largest c o m p a n i e s  by t u r n o v e r  and c h a n g e s  in th ei r p r o f i t a b i l i t y  at 
d i f f e r e n t  s t a g e s  of a b u s i n e s s  cycle. T h i s  ma y  t h r ow  light on w h e t h e r  
th es e c om pa n ie s , p e r h a p s  t h r o u g h  t h e r e  s h e e r  s ize ar e  a b l e  to " manage"
p r o f i t  levels. C o m p a n y  a c c o u n t s  are a n a l y s e d  by the D e p a r t m e n t  of T r a d e
and Industry. The  repo rt  for 1982 ( B u s in es s  S t a t i s t i c s  Office, 1987) 
s h o w s  that, r an ke d by g r o s s  t r a d i n g  p ro fi ts , the top 66 c om p a n i e s ,
a l t h o u g h  o n l y 0 . 0 3 %  of all c o mp a n i e s ,  a c c o u n t e d  for 5 5 %  of all c o m p a n i e s ’
pr ofits. At the s ame  time, r a n k e d  by t ur n ov er , the top 133 c o mp a n i e s ,
0 . 0 5 %  of c o mp an ie s,  a c o u n t e d  for 5 7 %  of all c o m p a n i e s  tu rnover. Thus, 
larger c o m p a n i e s  r e p or t  h ig h e r  p r o f i t a b i l i t y .
The DTI h av e a lso s u p p l i e d  sp ecial a n a l y s e s  of the top 100 c o m p a n i e s
r an ke d by t u rn o v e r  w h i c h  s h ow s  t h ei r  c o m p a r a t i v e  p e r f o r m a n c e  d u r i n g  the
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e c o n o m i c  r e c o v e r y  f ro m r e c e s s i o n  in 1982 t h r o ug h  to 1985.
C o m p a n i e s  R a n k e d  b y  T u r n o v e r
Top 20 2 1 - 5 0  5 1 - 1 0 0  Top 100
1982 T u r n o v e r  £ bn 132 54 51 236
GTP % 8.1 6 . 7  8.7 7.9
1983 T u r n o v e r  £ bn 140 58 55 254
GTP % 8.7  7. 7  8.7 8.4
1984 T u r n o v e r  £ bn 160 64 60 285
GT P % 9.7 9 .6 8.9 9.5
1985 T u r n o v e r  £ bn 178 69 64 312
GTP % 10.4 10.5 8.8 10.1
T his r e v e a l s  an i n t e r e s t i n g  c o n t r a s t  b e t w e e n  the c o m p a n i e s  c o m p r i s i n g  the 
s ec o n d  f i f ty  and the t h i rt y  c o m p a n i e s  a b o v e  t hem (ie, e x c l u d i n g  the top 
twenty). The r e p o r t e d  p r o f it  m a r g i n s  of the t h ir t y  r ose  by m o r e  than 5 0 %  
over the four y e a r s  d u r i n g  w h i c h  p r o f i t s  in the e c o n o m y  as a w h o l e  
r e c o v e r e d  sharply. But m a r g i n s  of the f i f t y  h a r d ly  c h a n g e d  at all, a b o v e  
a v e r a g e  for the top 100 in 1982 and f i n i s h i n g  in 1985 b e l o w  a ve rage, thus 
s e e m i n g  m o r e  i ns u la te d f r o m  c o m p e t i t i v e  p r e s s u r e s  than larger co m pa ni e s.
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The top t we n t y  ar e left in an i n t e r m e d i a t e  p os i ti on ,  t heir m a r g i n s  
r e c o v e r i n g  as the e c o n o m y  rose out  of r e ce ss io n,  but less s t e e p l y  than 
the next thirty. T h e r e  is not m u c h  e v i d e n c e  of m e s o - e c o n o m i c  d o m i n a n c e  
h e r e .
More  d e t a i l e d  a n a l y s i s  of the i nd iv i du a l c o m p a n i e s  in the top twenty, 
however, r e v e a l s  a m o r e  c o m p l e x  p i ct ure . W h i l e  the top four s t a y e d  in 
the s ame p o s i t i o n  t h r o u g h o u t , 27 c o m p a n i e s  a p p e a r e d  in the top t w en t y  in 
the four y e a r s  and o n l y 16 w e r e t h e re  in e ac h year. The  t a bl e  s h o w s  the 
21 c o m p a n i e s  in the top t we n t y  in e i t h e r  1982 or 1983.
C h a n g e s  in c o m p a n y  s t r u c t u r e  t h r o u g h  me rg er , d i v e s t m e n t  a.nd p r i v a t i s a t i o n  
c a us ed  the m o r e m a r k e d  c h a n g e s  in ranking, eg Gr an d  M e t r o p o 1 i t a n , 
Rothm an s,  B r i t i s h  T e l e c o m  (coming in at f i v e  in 1985), but it is the
v a r i a t i o n s  in p r o f i t  that are m o s t  i n te re st in g.  T h r e e  m u l t i n a t i o n a l  oil
c o m p a n i e s  f e a t u r e  in the top six e ac h year: BP ( ac c o u n t i n g  for a q u a r t e r
of the t u r n o v e r  of the top twenty) w i th  m a r g i n s  r i s i n g  f r o m  8% to 12%, 
Shell w ith m a r g i n s  c o n s i s t e n t l y  l itt le  m o r e  than 1% and E s s o  with a r o u n d  
3 0 %  in t hr ee  y e a r s  ou t of four. (In 1984, Texaco, r a n k ed  14, r e p o r t e d  a
loss.) This s u g g e s t s  that M NC s  in the c o m p e t i t i v e  w o r ld  oil m a r k e t  a re
a ble to m a n a g e  t he p r o f i t s  they r e p o r t  in an i nd iv id ua l country. S o m e
m a n u f a c t u r e r 5 - ICI, U n il ev er , G E C , A l l i e d  L y o n s  - and s om e  r e t a i l e r s  
M a rk s & S pencer, T e s c o  - w e r e  a b l e  to keep m a r g i n s  s te a d y  (though 
d i f f e r e n t  f r om  e ach other) w h i l e  o t h e r  m a n uf  ac t u re r s  - Ford, BL, T h o rn  
EMI - s u f f e r e d  m a r k e d  v a r i a b i l i t y .
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T h e  Top T w e n t y  C o m p a n i e s
T u r n o v e r  R a n k i n g  
82 83 84 85
GTP as % of T u rn o v e r  
82 93 84 85
BP 1 1 1 1
Shell 2 2 2 2
BAT 3 3 3 3
ICI 4 4 4 4
Un 11 ever 5 6 7 9
E s so  6 5 5 6
GEC 7 18 9 12
Imperial Gro up  8 11 lO 13
Gr an d M e t r o p o l i t a n  9 9 19 10
RTZ 10 17 6 11
Geo. W e st o n  H o l d i n g s  11 19 21 22
Ford Mo to r  12 13 11 14
R o t h m a n  I n t e r n a ti o na l  13 10 50 62
BL 14 24 13 17
L o n r h o  15 24 28 29
SW B e r i s f o r d  16 12 8 8
Thorn EMI 17 18 17 20
A ll ie d L y o n s  18 16 18 21
D a l g e t y  19 17
M a rk s  & S pe n ce r  20 15 16 16
T e s c o  21 20 20 19
7.8 8. 9 13.3 12.4
1.1 1.2 1.2 1.3
8.7 8.9 12.3 8.6
12.5 11.6 13.7 12.9
8.0 8. 0 8. 5  9.1
3 0. 0 3 3 . 9  18.3 2 8.2
14.1 14.1 14.4 14.3
5. 8 5 .3  6.5 6.4
10.9 10.9 17.6 9.9
19.1 2 0 . O 19.0 21.0
6. 8 5 .6  5.8 6.3
9.4 7.0  4.1 6.7
5.6 3. 8 8.4 8.2
-1.4 3. 6 3 .5  3.8
5.8 7. 7 8. 0 10.8
3.9 3 .0  2.9 1.3
14.2 16.2 12.6 10.8
8.3 9.3 8.6 9.3
0. 6 3 «d  ... ...
10.3 10.9 10.8 10.9
3. 9 4 .0  4.1 4.0
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( V )  M A R K E T  S O L U T I O N S  V£/iS(/S S O C I A L  O B J E C T I V E S
It is c o n c l u d e d  in Part 1 of this c h a p t e r  that m a r k e t  s o l u t i o n s  w i t h o u t  
i n t e r v e n t i o n  are, in the f o r e s e e a b l e  future, l ik el y to leave an 
u n a c c e p t a b l y large n um be r u n e m p l o y e d .  The rec en t r i s e  in r e l a t i v e
p o v e r t y  was also noted. I ns o f a r  as p l a n n i n g  t h r o ug h  C P A s  can im pr ov e the 
e f f i c i e n c y  of r e s o u r c e  u t i l i s a t i o n  and so e n h a n c e  g r o w t h  and 
e m p I o y m e n t / r e d u c e  p o v e r t y  and i ns of ar  as C PA s can a l s o  p l a y  an e d u c a t i v e  
r ol e in m a k i n g  g ro wt h  and g r o w t h - p r o m o t i n g  p o l i c i e s  m o r e  a c c e p t a b l e  in 
the culture, then the f u n c t i o n  of C PA s  - with e i t h e r  c en t ra l  or local 
g o v e r n m e n t  in b r i d g i n g  d i s c r e p a n c i es b e t w e e n  m a r k e t  s o l u t i o n s  and social 
o b j e c t i v e s  has b ee n d is cu ss ed .
P l a n n i n g  may, however, be n e c e s s a r y  to r each o th e r so c ia l  o bj e c t i v e s ,  
n o t a b l y  those c o n c e r n e d  w i th  the e c o l o g i c a l  e n v i r o n m e n t .  In m a n y  c a s e s  
the m e a n s  used can be ov er al l legal r e q u i r e m e n t s  or p h y s i c a l  ("town and 
c ou nt ry ")  p l a n n i n g  w i t h o u t  the need for i n t e r v e n t i o n  in i n di vi du al 
b u si n es se s . But in o t h e r s  t h e r e  m a y  be d o u b t s  and u n c e r t a i n t i e s  and need 
for d is c us si on , n e go t i a t i o n ,  f l e x i b i l i t y  and c o o p e r a t i o n  b e t w e e n  b u s i n e s s  
and c o m m u n i t y  that can well be a c c o m m o d a t e d  in a CPA  f r a m ew o rk . T h i s  
w ou ld  be p r e f e r a b l e  to e i t h e r  a r b i t r a r y  and less t ha n f u l l y - i n f o r m e d  
g o v e r n m e n t  a ct io n  or r e l i a n c e  on altruism and p ub l i c  s p i r i t  w h ic h  m a y  be 
m i s g u i d e d  on the part of bu si n es s.
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J. C o n c l u s i o n s
C h a n g e s  in the e c o n o m i c  and p o l i t i c a l  e n v i r o n m e n t  in the f i f t e e n  y e a rs 
si nc e p r o p o s a l s  for C o m p a n y  P l a n n i n g  A g r e e m e n t s  in B r i t a i n  w e r e  f i rs t 
laun ch ed  h ave not d e s t r o y e d  the c a s e  for t hem  but a l t e r e d  the r ole  they 
m i g ht  play.
L i m i t a t i o n  of m a c r o  e c o n o m i c  i n t e r v e n t i o n  by g o v e r n m e n t  to a m e d i u m
term fins^ncisl s t r a t e g y  d e s i g n e d  to s t a b i l i s e  i n fl ati on  and r e l i a n c e  on
c o m p e t i t i o n  to fo s te r  e c o n o m i c  g r o w t h  h ave  a c c o m p a n i e d  se ve n  y e a r s  of
u n i n t e r r u p t e d  and r e l a t i v e l y  s t e a d y  e x p a n s i o n  of G r os s D o m e s t i c  Product, 
with low and r e l a t i v e l y  s t a b l e  i nflation. E v i d e n c e  f r om  a n a l y s i s  of c o m p a n y  
p r o f i t a b i l i t y  and c h a n g i n g  s i ze  r a n k i n g s  s u g g e s t s  that the largest
c o m p a n i e s  - H o l l a n d ’s m e s o - e c o n o m y  - are not able to i n su l a t e  t h e m s e l v e s  
from c o m p e t i t i v e  p r e s s u r e s  or e x e r c i s e  m o n o p l y  po we r as G a l b r a i t h  t ho u g h t  
they could. The c o m p e t i t i o n  model a p p e a r s  to be w o r k i n g  b e t t e r  than the 
p l a n n i n g  model did in the s i x t i e s  and s e v e n t i e s  and c o m p e t i t i v e  p r e s s u r e s  
will be i n te n si f ie d in the S i n g l e  E u r o p e a n  M ar ke t  fr om  1992.
H owever, the p u b l ic  inte re st  that g o v e r n m e n t  e c o n o m i c  p o l i c y  s h o u l d  be 
d e si g n e d  to s e rv e  does not c o n s i st  in the p r o m o t i o n  of e c o n o m i c  g r o w t h  and 
s t a b l e  i nf la t io n a l o ne  but a ls o  e n c o m p a s s e s  justice. R a w l s ’ c o n c e p t  of 
j u s t i c e  as f a i r n e s s  leads to a p r i o r i t y  for the poor e m p h a s i s  in e c o n o m i c  
p o l i c y  - not s i m p l y  to p r e s e r v e  soci al  o rd e r and r e d u c e  the r is k s of social 
d i s r u p t i o n  by a d i s a d v a n t a g e d  u n d e r c l a s s  but b e c a u s e  it s p r i n g s  f r o m  the
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b a si c moral u n d e r p i n n i n g  n e c e s s a r y  for the long term s ur v i v a l  of a f ree 
e c o n o m y .
T h r e e a s p e c t s  of p o v e r t y  c o m m a n d  a t t e n t i o n :  that a r i s i n g  f r o m  u n e m p l o y m e n t ,
that a r i s i n g  f rom c h a n g e s  in e c o n o m i c  s t r u c t u r e  and that in the Th ir d 
World. The last seven y e a r s ’ e x p a n s i o n  s t a r t e d  from a deep r e c e s s i o n  and 
has left u n e m p l o y m e n t  far a b o v e p r e v i o u s  levels. F o r e c a s t s  for the next 
f iv e y e a rs  i nd i ca t e c o n t i n u e d  but s l o w e r  g ro w th  that will r e du c e  
u n e m p l o y m e n t  v ery little further. L o n g  term u n e m p l o y m e n t  p a r t i c u l a r l y
i nc r ea s es  p o v e r t y  and yo ut h u n e m p l o y m e n t  has both sh or t  and long term 
social i mp li ca ti on s.  C h a n g e s  in e c o n o m i c  s t r u c t u r e  have led to an
i nc re a se  in low-paid e m p l o y m e n t  and an i n cr e as e  in (at least rela ti ve ) 
p ov erty. T h e r e is ^ei.ghtened p u b l i c  a w a r e n e s s  of and f e e l i n g  of 
r e s p o n s i b i l i t y  for d oi ng  s o m e t h i n g  to r e l i e v e  p o v e r t y  in the Third World.
It is not a p p r o p r i a t e  to leave r e p o n s i b i 1 ity for j u s t i c e  for the p oo r  to 
the market. Ba ra n and S w e e z y  r i g h t l y  d i s m i s s e d  the c o n c e p t  of the s o ulf ul 
c o r p o r a t i o n  w ith  w id e  social r e s p o n s i b i 1 ities and c o r r e c t l y  f o r e c a s t  that 
m o d e r n  m a n a g e m e n t  t e c h n i q u e s  w o u ld  i n t e n s i f y  b u s i n e s s  i nt er es t in and 
e n h a n c e  its a b i l i t y  to a c h i e v e  e c o n o m i c  e f fi c i e n c y .  G o v e r n m e n t
i n t e r v e n t i o n  is necessary.
It r e m a i n s  dou bt fu l w he t he r  the g o v e r n m e n t  can e n g i n e e r  a s u b s t a n t i a l  
f u r t h e r  r e d u c t i o n  in u n e m p l o y m e n t  by s t i m u l a t i n g  a g g r e g a t e  demand; 
i n cr eas ed  in fl a ti on  wo ul d be m o r e  l ik e ly  to f o l l o w  suc h a policy. M a c r o
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e c o n o m i c  i n te r v e n t i o n  in the f orm  of i n d i c a t i v e  p l a n n i n g  as tried in the 
s i x t i e s  also p ro v e d  inadequate. I n t e r v e n t i o n  at the b u s i n e s s
d e c i s i o n - m a k i n g  level, ie at the c o m p a n y  not the i nd us t ry  level, is 
required. But a s u c c e s s i o n  of ind ep en de nt , ad hoc m e a s u r e s  to s t i m u l a t e  or 
d et er  is likely to i n cr ea se  b u s i n e s s  u n c e r t a i n t y ,  r e du c e  c o n f i d e n c e  and 
p o s s i b l y  a r o u se  b u s i n e s s  h o s t i l i t y  and lack of c o o p e r a t i o n  and in 
c o n s e q u e n c e  be i n eff ect iv e.  What is n e e d ed  is a c o m p r e h e n s  ive, o ng o  ing 
f r a m e w o r k  for i nt e r v e n ti o n  that does not s ee m  likely to be r e ve r s e d  or
a b a n d o n e d  as soon as p ol iti ca l c i r c u m s t a n c e s  change. C o m p a n y  P l a n n n i n g  
A g r e e m e n t s  m i g h t p r o v i d e  that.
It needs to be m a d e  clear, however, what it m i gh t  be hop ed  to a c h i e v e  by 
such inte rv en ti on . It see ms  that b u s i n e s s  d oe s  o p e r a t e  e f f i c i e n t l y  w i t h i n  
the cul tu ra l f r a m e w o r k  to a c h i e v e  e c o n o m i c  o b je ct iv es . M e d i u m  and large 
as well as very large c o m p a n i e s  a c q u i r e  muc h d e t a i l e d  in formation, eg
i nd e pe nd e nt  m a c r o  e c o n o m i c  and m a r k e t  fo re ca s ts , and u s e it in d e t a i l e d
p lanning. I n t e r v e n t i o n  is not n ee de d to i nc re as e b u s i n e s s  e f f i c i e n c y  
t h r o u g h  the s u p p l y  of general i n f o r m a t i o n  and advice. Nor is it f e a s i b l e
to see C PAs as a tool to c on trol the m e s o  e c o n o m y  as a step t o w a r ds  a
socialiib e c o n o m y  and society: too m uc h  hos ti li ty , p e r h a p s  f ro m w o r k f o r c e s
as well as m an a g e m e n t ,  to p e r c e i v e d  t h r e a t s  to i n d e p e n d e n c e  w ould be r ou se d 
for them to be effect iv e.  What C PA s m i g h t  do is steer c o r p o r a t e  p o l i c y  
th rough a g r e e m e n t  on the i n cl usi on  of s p e c i f i e d  social o b j e c t i v e s  in 
c o m p a n y  pla ns  t hr oug h a c o m b i n a t i o n  of i nc e n t i v e s  and co ns tr ai nt s .
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B u s i n e s s  eff i c e n c y  w i t h i n  the c u lt u ra l  f r a m e w o r k  does not imply the e c o n o m y  
is e f f i c i e n t  ov erall, it c an no t be wi th  2. 5 m i l l i o n  u n e m p lo y ed . O v er al l
e f f i c i e n c y  is in hi b it ed  by cult ur al  fa ctors. P r e - e m i n e n t  a m o ng  t h e se  are 
l o n g - e s t a b l i s h e d  d i s t r i b u t i v e  c o a l i t i o n s  (Olson) r e s i s t a n t  to c h a n g e  that 
m ig h t a d v e r s e l y  a ff e c t  their (insider) i nt e r e s t s  r e l a t i v e  to the i n t e r e s t s  
of o u t s i d e r s  ( in c lu di n g the u n e m p l o y e d ) .  I n c e n t i v e s  and c o n s t r ai n ts ,  for 
new v e n t u r e s  in high u n e m p l o y m e n t  a r e a s  and and a dd i t i o n a l  p e r h a p s  lower 
paid labour, for ex ample, d e p l o y e d  t h o u gh  CPAs m i g h t  b ri n g a b o ut  a 
w e a k e n i n g  of th es e d i s t r i b u t i v e  c o a l i t i o n s  and so i nc re as e  u t i l i s a t i o n  of 
labour resources.
M u l t i n a t i o n a l  c o m p a n i e s  p r e s e nt  a sp ec ia l c a se  of i r re s po n si  bIe po we r (not 
n e c e s s a r i l y  e x e r c i s e d  i r r e s p o n s i b l y ) . C P A s  with them w o u ld  i n t r o d u c e  a
c o u n t e r v a i l i n g  p o w e r w h i ch  could be e x e r c i s e d  to e x p r e s s  the g r o w i n g
c o n c e rn  for j u s t i c e  for the p oor of the T h i rd  World. One e x p r e s s i o n  of t his 
c on c er n could be t r ad e  l i be r al i s a t i o n ,  w ith  a s s i s t a n c e  in a d j u s t m e n t  of 
their e m p l o y m e n t  and t r a d i n g  s t r u c t u r e s  in b oth the Thi rd  and Fi rs t W o r l d s
an i nd uc em en t to c o o p e r a t i o n  by MNCs.
It is rather m o r e  d ou bt fu l  w h e t h e r  C PA s  can be used to g i v e  e x p r e s s i o n  to 
the c o n c e rn  for l o n g - t e r m  e n v i r o n m e n t a l  issues. A l t h o u g h  t he re  a re  s o m e  
general f e e l i n g s  of unease, this c o n c e r n  is so far felt  s t r o n g l y  by no m o r e  
than a small m i no ri ty . T h e r e  is no e v i d e n c e  to s u p p o s e  that g o v e r n m e n t s ,  
n e e d i n g  r e - e l e c t i o n  e v e r y  four or f i v e  years, can take a l o n g e r - t e r m  v i e w  
about r e s o u r c e  de pl et io n , for ex ample, than business.
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CPAs, however, need not be r e s t r i c t e d  to m a t t e r s  of e c o n o m i c  e ff i ci en cy . 
F e e l i n g s  of pow er  1 e s s n e s s  and a l i e n a t i o n  are p r o d u c t s  not o nly of
u n e m p l o y m e n t  and a b s o l u t e  poverty, but a ls o of r e l a t i o n s h i p s  with big 
b u s i n e s s  - as e m pl oy ee s,  c u s t o m e r s  and m e m b e r s  of a c o m m u n i t y  in w hi ch  it 
operates. It is im po rt an t that C P As  s h ou l d  be o p e n l y  a r r i v ed  at and that 
e m p l o y e e s  and, w h e r e  p r a c t i ca bl e , c o m m u n i t y  in te re st s s ho ul d be in volved 
(with due regard for p r e s e r v a t i o n  of c o nf i d e n t i a l  ity w h e r e  c o m m e r c i a l l y  
necessary). T h er e  is here, however, the p r o b l e m  of p r e v e n t i n g  the i n te res ts 
of (insider) e m p l o y e e s  o v e r r i d i n g  th os e of ou ts id er s . F u rt h er mo r e,
e m p l o y e e  profit s h a r i n g  an d /o r s h a re  o w n e r s h  i p w ould s e e m  to be more  d i r ec t 
and e f f e c t i v e  m e a n s  of i n c u l c a t i n g  the s pi ri t  of in vo lvement.
To these ends it se em s that CPAs b e t w e e n  central g o v e r n m e n t  and c o m p a n i e s  
sho ul d be c om p ul so ry , that is to say g o v e r n m e n t  sho uld  have the p ow e r to 
r e qu i r e  c o m p a n i e s  a b o ve  a c e r t a i n  to m a k e  them, a l t h o u g h  in m an y ca se s  they 
m i g ht  be very limited in scope. A l t h o u g h  the s y s t e m  could not work
w it h ou t c o o p e r a t i o n  of m a n a g e m e n t  and w o rk fo rc e,  a p u r e l y  v o l u n t a r y  s y s t e m  
is u n l i k e l y  to have m a n y  takers, if the b a l a n c e  b e t w e e n  c o n s t r a i n t s  and
i n ce nt iv es  is to be fair to the s ma l l e r  c o m p a n i e s  o u t s i d e  the system.
Th er e could, however, be v o l u n t a r y  C PA s b et w e e n  local g o v e r n m e n t  and
companies, i nc lu di ng  s m a l l e r  ones, c o v e r i n g  local e m p l o y me nt ,  land us e and 
e co lo g ic a l issues of inte re st  to the local c ommunity.
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C o m p a n y  P l a n n i n g  A g r e e m e n t s  are e s s e n t i a l l y  a d e v i c e  t hr ough w hi c h 
p ol i ti c al  and b u s i n e s s  i n t er e st s m ay  be d i s c u s s e d  and pur su ed . For the
r e a s o n s  gi ve n they wo ul d be an e x p e r i m e n t  w or t h t r y i n g  in e c o n o m i c  
i n t e r v e n t i o n  w i t h o u t  i de o lo gi ca l p r e s u m p t i o n s .  T heir scope, however, is 
limited by what is p o l i t i c a l l y  and c u l t u r a l l y  p os si bl e.  Th e d an g er  is that 
they mi gh t be m or e  s uc c e s s f u l  in p u r s u i n g  the n a r r o w  i nt e re st s  of the 
p a r t i c i p a n t s  than the b r o a d e r  p u b l i c  interest. But at least such p u r s u i t  
wo ul d be m o r e  open and e a s i e r  to m o n i t o r  in e xp l i c i t  C P A s  than in less open 
d e a ls  on ad hoc m e as ure s.
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Appendix I 
SURVEY OF THE USE OF FORECASTS IN COMPANY PLANNING
T h e  i d e a  o f  a  s u r v e y  by  means o f  a q u e s t i o n n a i r e  was  
p r o m p t e d  by  t h e  e x p r e s s i o n  o f  d o u b t s  by E s t r i n  and Holme^s 
( 1 9 8 2 )  a s  t o  w h e t h e r  c o m p a n i e s  w e r e  s u f f i c i e n t l y  
s o p h i s t i c a t e d  i n  t h e i r  p l a n n i n g  t o  be  a b l e  t o  make  
e f  -f e  c t  i  V e F' 1 a n n i  n g A g r  e  e m n t  s „ 11 w a I< e p t  s h o r  t  a ri d
d e s i g n e d  t o  be c o m p l e t e d  by  b u s y  e x e c u t i v e s  w i t h  t h e  
m i n i  m i.i m i  n c o n v e n i  e n c e a n d y e t. p r  o v i  d e u sü e f  ui 1 i  n f  a r  m a t i  o n 
f  Q1 a n a 1 y s i  s A  c o y t a g e t  h e r  w ;i. t h t  h e a  c c o m p a n y i  n g 
1 e 11  e r  , i  s i  n c: 1 u d e d a t. t  h e  e n c:l o f  t  h i  s  a p p e n d i  x ..
I n  i  t  a 1 :i. y  125  u b üüc r i  b e r  s t o  S t a n  i  1 and Ha 11 A ss oc  i  a t e s " 
q u a r t e r l y  f o r e c a s t s  o f  t h e  UK ec onom y w e r e  m a i l e d . .  
I n s t i t u t i o n a l . ,  t r a d e  a s s o c i a t i o n  and o t h e r  n o n - t r a d i n g  
îi»uI:)5 1- i  I:;)ev~üii wer"e n o t  i  nc 1 uc;led i. n t h e  mai  1 i  n g ,. Th e 
C|u air t  e r 1 y f  o r  ec  a s t  i  n c ]. ud e mac i - o - e c on o m i  c:: f  o r  ec  a t  is i  n a 
w o r l d  s e t t i n g  w i t h  a c o n s i d e r a b l e  d e g r e e  o f  d i s a g g r e g a t i o n  
i n t o , ,  f o r  e x a m p le . ,  c o n s u m e r  s p e n d i n g  s os c t o r s  and p r  i  cos 
i  n d i, c e f  o r  v  ai r  i  o u s  s eo c t  o i'- o i  n d u s t  r  y .. T hi u <5 t  h e y 
p i-~ o V i  d e m i  c r o a s  w e 11 . a si m ai c r  o i  n f  o r m a t  i  o n T li e y  a r e 
s p e c  i  f  i  c a  11 y  desi i  g ned f  ov busii  n e s s  p 1 annei"si and fïiair k:et 
f  o r  e  c a si I: e r  s b u t  t  li os f  i  n ai n c i  a 1 d a ai i  n c 1 i..i d e d i  ra a f  i. n iv. e  r  e  s t  
t o  f i n a n c i a l  e x e c u t i v e s  w h i l e  t h e  d i r e c t  and t e r s i e  s t y l e  
makesi th e m  a c c e s s i b l e  a t  b o a r d  l e v e l . ,
A &  6  %  I- e  S I  p  o  n  s  e  r  a \  t e  w  a  s i  a  c  h  i  e  v  e  d  w  i  i :  h  o  u  t  r  i  e  e  d  f  o  i  a  
r  0 m  i  n  d  e r  . ,  . A 1 1  t  li e  i ' "  e  p  ] .  i  e s  w e r  o:e l i  s i  a l::i ] ,  e . ,  e v e n  t  li o u g  hi n  o  t  
a  1 1  r  e s p  o n  d e n t  s i  a i n s w e r e d  e v e i " y  c : | u e s t  i  c j n  ..
E)0 c o n d l y . i  4 5  o t h i e r  l a r g e  c o m p a n ie s i  who do n o t  siubsicr i  be t o  
t h e s e  p a r t i c u l a r  s e r v i c e s  w e r e  m a i l e d ; ;  a 51%,, e n t i r e l y  
Li S I  a b 105, I- 05 s p o n si e w a si o b t  a  i n e  d f  r  o m t  h e m,.
Question 1
A l l  b u t  3% o f  t h e  r e s p o n d e n t  si a f f i r m e d  t h a t  t l i e i  r  
o r g a n i  s ia t i  on u s ed  e c o n o m i c  f o r e c a s t s i  i n  p l a n n i n g . .  T h o s e  3% 
i n c l u d e d  o n e  t h i a t  d i d  n o t  usie s t r u c : : t u r e d  f o r e c a s t s  b u t  
a c k n o w l e g e d  t h e  i m p a c t  o f  f o r e c a s i t s  t h a t  had b e e n  r e a d  i n  
t l i e  d e c i  s i  o n —mak i. n g p r o c e s s .
Question 2
A m a j o r i t y  (61%) p r e p a r e  " i  n—housios" f o r e c a s i t s i  t o  u s e  i n  
c o n j  u n c t  ;i. o n w i t  hi o v" t  o s  u p p 1 e m e n t  " b o u g h t  ••••• i  n " f  e r e  c a si t  s .. 
T h u s  39% r e l y  e n t i r e l y  on e x t e r n a l  s o u r c e s i  o f  f o r e c a s t s . .  
J u s t  3  % u SI e t. l‘i e i. r  o w n r  e îs. o l.i r  c e  os o n 1 y ..
Question 3
F o r  e a  c i "i o f  t  h e 9 a c: t  i  v i  t  i  e 05 t  ti e r e w 0  r  05 os o m 0  r  05 s |::) o n d 0  n t  si 
w h o r  0  g a r  d e d e c o n o fïi i  c -f o r  e c a s t  os a si 0  si s e n t  i  a  1 .. F' e  w 
m e n t i o n e d  o t h e r  usieos.. M i c r o  - forecastoB w e r e  r a t e d  as o n l y  a1 .  i  1 1 1  e 1 0  s  os L A  s e f  l a  1 t  h a  n m a c i "  o o n e si
T h e  a n s w e r  05 w e r e  ana lyosed by usie o f  a f i v e  p o i n t  oscal e 
g i v i n g  eossent i  a l  " a s i c o re  o f  5  and " n o t  LAsed " a s c o r e  o f  1 
( W h e re  no box waos t i c k e d , ,  a oscore o f  1 was aoscr i  bed „
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Ac t i v i  t y
"Ehsosenti a l  " o r  
" V e r  y Usief l a I "
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M a r k e t  p i  a n n i  ng 
BI'-ancil conosi 05t e n c y 
I  n V 0051 ment  
l":'r i  c i  ng
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Man powosr 
(Bov e r n  ment  
(]th (e r
%59
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Mean oscore
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6 453 3 7 1. :3 1 „ 7
C o r r e l  a t  i  onoiii b e t w e e n  t h e  answers w e r e  weak., e v e n  f o r  h i g h  
s c o I ' i  n g q u e s t  i  o n s 1 i  i-:; e " 1 on g o r  o;:i h o i-1 -- c e i- m c. o r  p o r  s ite  
SI t r  a t e g y  " a  n d " ma : ' k e t  p 1 a n n i  n g " wi  t h  a c o r  e l  a t  i  o n 
c o e f  f  i  c i  e n t  o f  on 1 y 0., 6,. T h i  si 05laggesi105 a c o n s i  d 0 1'“abJ. e 
d e g r 0 e o f  i n d i  v i  d u a l  i  t y  i n  companieos;; f  orecaostos a r e  
i  m p o r  t  a n t  i  n d i  f  f  e 1- e n t  c o m p a n i  e  si f  o r  d i  f  f  e  e  n t  e  a 05 o n s
(B orre  1 a t i  o n s  b e t w e e n  a n 05w e r 05 t o  u 05e c:|lae 051 i  o n s  1
S 1 a t e g y  / In v o e 051 m e n t  0.. 47
S t r a t x a g y / M a r ke t  |31 a n n i  n g 0 .  61
S t r a t e g y / B u d g e t  0., 50
M a I'" l< e t  p 1 a n n i  n g /  !-•’ r  i  c i  n g 0 .  19
B r  a n c hi c o n s i  os t  e n c y  /  D i  v e v~ si i f  i  c a t  i. o n 0., 3 é>
X I
Question 4
" r  11 e r e  i  s  c  o  n  o s  i  d e r a b l  e  v a  r  i  a t  i  o  n  i  n  t  l i  e  
p  e  r  i  o  d  o s p  a  r  t  i  c  u  1  a  r  1  y  i  n  d  e  - ! •  i  n  i  t i a  n  o  f  
e  v c  e  n  t  g e  o s  b  e 1  o  w e  x c  1 u  d e  ‘ ‘ n  o  a  n s i  we r  '  ' .
1 e n g t h  
" s h o r t
o f  p l a n n i n g  
t e r m " . The
o s h o r t  t e r m 1  e s s  t h a n  32% 1 y( 1 year 65% 1 o n g e r  3%
med i  um t e r m ; l .  t u  3  y e a r 0 5  78% t o 6 22% y e a r  SI 1 o n g e r  0%
l o n g  t e r m t o  5 y( 56% jars t a  9 y e a r 05 33% 1 o n g e rli%
T h e V e w a si a weak p o os i  t  i  v e c. o i'“ i" e 1 a t  i  o n ( 0.. 31 ) b e t w e e  n t  li e 
i  m}::) o r t  a n c; e o f  f o r  e  c a oos t  s i  n m a r  !•:; e t  p 1 a n n :L n g a n d t  l i e 1 e n g t  ii 
o f  t h e  oshort  - t e r m . .  T h e r e  was a r a t h e r  s t r o n g e r  (0.6:1.)
c. o r  r e l  a t  i  o n b e t  w e e n u oüi e :L n os 1 1 - a t  e g i  o p ]. a n n i  n g a n d :l. e n g 111 o -f 
t 1 1 e !!, o n g -  i: r  m..
Question 5
O n l y  17% o f  r  esp ion d e n t  os made a d d i t i o n a l  comm e n t  os.. T h e s e  
i  n c 1 u c:l e c:l a m pi 1 i  f  i  c a t  i  o n o f  r  e p 1 i  e os t o  o t  in e i- c:| ix e os t  i. o n s  
T héros w e r e  a 1 os o i" e f  e r" e n c e s  t  o i  n c: i-e a s i  n g r  e 1 i  a  n c e o n and  
g r  e a t  e r  f  r  e q la e n c y o f  f  o i" e c a  si t  i  n g a n d a t  r  e n d t  o w a i'" d s t  h e 
n e e ci f  o r  m o r e m i  c r  o d e t a i  1
Question 6
I t  i  0 5  c l e a r  t h a t  f o r e c a o s t s i  a r e  n o t  o n l y  L A s e d  b y  v e r y  l a r g e  
f  i  r  m s  „  A l t h o L A g h  o n l y  1 %  o f  r  e o s p i o n d e n  t o s  h a v e  t L A r n o v e r  o f  
I  e s o s  t h a n  £ 2 5  m i  1 1  i o n . ,  1 1  %  a r e  i n  t h e  £ 2 5 m - £ 1 0 0 m  b r a c k e t  
a n d  : 3 : 3 % .  i n  t h e  £  1 0 0 m - £ 5 0 v m l e a v i n g  5 5 %  i n  t h e  £ 5 0 0  a n d  
o v e r  ( e x c l u d i n g  t h e  5 %  w h o  d i d  n o t  a n s w e r  t i n  i  o s  q L A e s i t  i  o n  )  . .
T In e  b i  a os i  11 t  li e si a  f ïi p 1 e d oe  o::i n o t  i  n v a 1. ;i. d a t e  t  in i  os
c  u  n  c  ] .  L A  0 5  i  o  n  „  F “  e  w  r e  p i  1  i  e  s i  w e  r  e  r e  c  e i  v e  d  
s u b s t a n t i a l  o v e r s e a s  o p e r a t i o n s  o r  a r e  
o  V  e  r e o s e a  o s  c  o  m  p  a  n  i  e  o o i i . .
f r o m  f i rmos  
s L A b s i  d  i ar i i t h a t  h a v e!S  o f
Xll
Question 7
T h e r e  was» a v a r i e t y  o f  areas» o f  bussi ne  os os r e p r  e s e n t e d  „
%
C o n 05 u m e i " g o o d s m a n u f  a  c t  i.i r  e 3  0
I  n d u £11 r  i  a I g o o d ss m a n u f  a c t  u r  e 2  4-
R e t a i l i n g  2 3
F ;i. n an c e ;i. 0
O t h e r  b u s i n e s s  2 3
No a n 05wer- 1
1 0 0 $
T h e  p e r c e n t a g e s  add t o  11 0  b e c a u s e  'some c o m p a n i e s  o p e r a t e  
i n  more  t h a n  o n e  oosector
Question 8
68% o f  reSOIponde n tos w e r e  wi 11 i  n g t o  h a v e  t h e i  r  repi 1 y 
f o l l o w e d  up., N o t  osur pir i  osi ng 1 y moo5t r  eosipiondent oa w e r e  
p :i. annei'"o:s o r  mai- k e t  i  ng ex e c u l i v e 0 5 „
P O S I T I O N  OF RIFSPGNDEMT %
0 o r  o r a i t e  p 1 a n n i  n g e t  c:; 3 4
M a r I-:; e t  i  n g ,, ma v k e t  r  e  05 e  a i- c l"i e t  c :3 ^1-
F i n a n c e  11
Economiost  9
(B h i  e f  E. x e c u. t  i  v e  e t  c 4
No anoswer 8
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Staniland Hall Associates Limited
Economic Advisers and Business Forecasters
P.O. Box 643, Alderbury House, Upton Park, Slough. SLl 2UJ Telephone: 0753 691874 
Our Ref: RJH/BAH 3 l  March, 1988.
In addition to my work with Staniland Hall Associates, I am 
writing a thesis on Planning for an M.Phil. degree of the
University of Surrey (with which Southlands College of the
Roehampton Institute of Higher Education is associated) , 
I would be grateful if you could assist me in my research
by completing the attached questionnaire on the use of economic
forecasts in your business. Returns will, of course, be
treated in strict confidence!^ You will see that replies can
be anonymous but, if you are willing, I would appreciate the
opportunity to make a further follow-up call.
I intend to prepare a summary, which should be of interest
to all users of forecasts, for circu lation to known respon­
dents.
A FREEPOST envelope for your reply is enclosed.
Thanking you in anticipation of your co-operation.
Yours sincerely.
Richard J, Hall
X yvui. cxloiac.
E n c s .
m
Royi.slort'cl No. 1089594, London. VAT No. 234 4*269 69 
Regi.slctvd O ffice: 17 Dorset Square, London, N W l 6QB
CONFIDENTIAL
Questionnaire on the Use of Economic Forecasts in Planning 
Please tick appropriate box.
1. Does your organisation use economic forecasts in planning?
Yes □  No □
(If "no", please conplete the detai Is in 6, 7 and 8, and return.)
2. (If yes to 1), source of economic forecasts used:
in house Q  bought-in d] both (d
3. Use of economic forecasts:
Activity Essential Very General CCcasicnal Not
useful feckground Use used
Long/medium term
corporate stategy □  □  O  (_l Q
Investment appraisal CZl CZl Id I j Id
fferket planning [d (d i I I  I D
Wbnpcwer planning O  □  Id Id O
Pricing policy O  Id Id (d Q
Annual Budget Id Id Id Id O
Consistent assumptûons for
branch/subsidiary plan □  Id  D  Id  O
Diversification/
acquisitiœ Id Id I I I  f Id
Negotiation witli Central/
Local Government: Id  Id  Id  Id  Id
Other (specify) ......
  □  □  n  □  n
Type of Forecast Used
Macro + d  Id Id Id QMLcrb I I I  I I f Id Id
+ e.g. inflation, GDP, consimer spending growth
* e.g. sectors of ccaisumer spending, exports to specific markets, industrial 
sector prices
A. For planning purposes, do you define
short-term as less than 1 year? d  1 year? d  longer? O
msdiiDirterm as 1 to 3 years? d  4 to 6 years? d  longer? O
Icxig-term as 3 to 5 years? □  5 to 9 years? d  laiger? [d
5, Please add here any comments on forecasting and/or planning you would like to 
make .............................................................................
(Continued overleaf)
: 2 :
6. Size of Organisation in terms of annual turnover (group total for companies 
registered in the U.K.; U.K. operations of subsidiaries of overseas 
registered companies):
' £50Qn and over I [
ElOQn and less than £50Qn I 1
£25m and less than ElCOn I I
less than £25m □
U.K. registered canpanies: Overseas registered conpanies:
Overseas operations as % of group turnover % of turnover in U.K.
Over 50 O  □
25 - 50 □  □
10 - 25 □  □
Under 10 □  □
7. Classification of business (more than a third of turnover):
Censurer goods manufacture I [
Industrial goods manufacture I I
Retailing I I
Finance I I
Other business 1 I
Nor-trading □
8. Name of Organisation * ...........................
Name of Respondent * ...........................
Position ................................. Phone
You may follow up my reply Yes Q  No I I
* May be withheld if desired ................
Please return (FREEPOST envelope enclosed) to:
Business Studies Department, 
FREEPOST,
Southlands College,
65, Parkside,
London.
SW19 5NN.
Xlll
Append!X II
STATISTICAL ANALYSIS OF COMPANY PROFITS 
1M F ' r o f  its, CvDF' g r o w t h  and ;L n-f I  at i  o n  
T h e  Data::
Compa\ny p r  o f  i  t  s GDP 7. GDF' d e f l a t o !
a\s % o f  GDP g r o w t h % c h a n g e
1965 14.3 3  » 0 4' » 9
1 9 6 6 13» 0 1 » 6 4 .  21967 :l. 3 n 0 2» 2 2» 71968 12.7 4.2 3.51969 12» 8 2.5 3» 4
1 9 7 0 11 » 8 1 » 9 7.81971 12.7 1 » 5 1 1 » 0
1 9 7 2 1 2 .  6 2  » 1 0 n 2
1 9 7 3 12» 3 7 » 3 7 » 7
1 9 7 4 8 .  5 - 1  » 7 17» 01975 7» 6 - 1  . 0 27.31976 8 .  3 2.7 14» 5
1 97 7 1 2 . 4 2.5 12.3
1978 13» 0 2 .  9 12» 21979 1 3 .  0 2» 7 12» 71980 11 » 5 -2.3 1 8 . 81981 1 1 n 1 - 1 . 0 1 0 .  1
1 9 8 2 1 2 . 5 1.5 7 » 1
1 9 8 3 14- » 0 3 » 4- 5 . 81984 15» 1 2» 5 4 » 91985 1 6 n 6 3.7 5 .  71986 15. 3 3  » 0 2.91987 7 » 1 4» 4 4 » 4.
p G r o s s 1 1'- a  c:l i  n g p r  o f  i  t  ib „ a  f  iz e r  d e d u c: t  i  o n o f s t o c k  a p p r e cg G5ross d o m e s t  i  c p r  o d u c t , a v e r a g e  e s t i m a t e , a t  c o n s t a n t  |
d A ]. t  e  r  n a t  i  v e 1 y k n o w n a is t h e  i m p l i e d  i n d e x of home costspri ces
Sour ce : UK Nat :i. ona 1 I ncome Acc:oun t s , 19é>7 Ed i t i on , and GDP Press Re 1 eaiise , J un e 19S8 , Centr a 1 St at :i. st i c a I 0f -f i c e
Correl at i ons::
rp.,g On 1561 rpci =“ -0 . ,  7154
Regress! on :
p ::: 14» 63 'I" 0.. 16Sg “ 0» 254d (R= = 0. 583)
(On 2 0 2 )  (On 0 7 4 )
( ) = standard error
X I V \
M a r g i n s  i n  m a n u f a c t u r i n g
The D a t a s
P m c
P r i c e / c o s t O u t p u t I m p o r t
1 ndex i  ndex c o m p e t i  t i
1 9 7 4 9 9 .  2 1 1 2 . 8 8 4 . 8
1 9 7 5 9 8 . 9 1 0 5 .  0 8 8 . 9
1 9 7 6 9 9 .  9 1 0 7 .  0 8 8 . 4
1 9 7 7 1 0 6 .  6 1 0 9 .  0 8 2 .  8
1 9 7 8 1 0 6 .  5 1 0 9 .  7 8 5 . 2
1 9 7 9 1 0 3 .  3 1 0 9 .  5 8 6 . 1
1 9 8 0 1 0 0 . 0 1 0 0 . 0 9 3 .  1
1981 9 8 .  3 9 4 .  0 1 0 0 . 0
1 9 8 2 1 0 2 .  7 9 4 .  2 1 0 0 .  5
1 9 8 3 1 0 5 .  7 9 6 .  9 9 8 .  5
1 9 8 4 1 0 7 .  3 1 0 0 .  9 9 4 . 3
1 9 8 5 1 0 8 .  5 1 0 3 .  8 9 2 .  0
1 9 8 6 1 1 2 . 5 1 0 4 .  1 9 1 . 8
1 9 8 7 1 1 4 . 2 1 0 9 .  8 9 1 . 4
I n d i c e s  1 9 8 0  == 100  :
p r a t i o  o f  home s a l  e s  p r i c e s  ( D T I )  t o  i n d e x  o f  p r i m e  c o s t s  
m CSO i n d e x
c CSO i n d e x  l a g g e d  o n e  y e a r  
t  t i m e  t r e n d  = 1 i n  1 9 7 4
K e g r e s s i  on : 
P 9 6 .  3 8  4- 1 . 2 6 7 t  + O. 285m  ( 0 - 1 2 1 )  ( 0 . 1 1 4 )
0 . 3 3 7  c 
(O .134)
(R: O,. 9 2 )
( s t a n d a r d  e r r o r s
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